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NEW GOVERNOR OF HONGKONG 


Hongkong’s new Governor, Sir Robert Black, 
arrived in the Colony last week and immediately 
stated to pressmen at Kaitak airport his joy to be 
back. The Senior Unofficial Member of the 
Executive Council, Sir Tsun-nin Chau, declared that 
his appointment has given great satisfaction to all 
sections of the community. The new Governor 
and this community have started out together on 
excellent terms with each other—and this at a time 
when our former governor whose name will his- 
torically be associated with Hongkong’s great pro- 
gress had left amid sorrowful farewells. Perhaps 
the best bequest Sir Alexander Grantham could have 
made to the Colony in which he spent so much of 
his official career and in which each gained lustre 
from the other was the appointment of Sir Robert 
Black as his successor. Sir Alexander was “the 
People’s Governor” because of the way he and his 
wife went about to every nook and cranny of the 
Colony dispensing encouragement and human kind- 
ness so that long before they left they were better 
known to all classes than any other individual, 
Chinese or foreign, who lived here. His successor 
can also be said to be ‘the People’s Choice.” The tale 
has not been told of the efforts to ensure this suc- 
cession once it became clear that the Colony and 
Sir Alexander Grantham must part. Certain it is that 
there is a tale, and one with a triumphant ending. 
But it may well be suspected that many strings were 
pulled to keep Sir Robert Black in Singapore till 
full self-government had been introduced there and 
an elected Governor appointed. In some ways 
Singapore had a superior claim, not only because of 
Sir Robert’s long background in the Malayan Civil 
Service but because of their own necessities and the 
way in which hehad so brilliantly ministered to them 
in a tumultuous and difficult period of transition. 
He was indeed as great a personal success in his 
relatively short but highly eventful term as 


Governor in Singapore as he was in the post of 
Colonial Secretary and right-hand man of Sir 
Alexander Grantham here. 


The Colonial Office has been accustomed to the 
exercise of unhampered decision in posting governots. 
Such posts are the plums of office, and it is not un- 
known that highly-placed officers in the Colonial 
Office sometimes sigh for chairs more gilded and a 
status more elevated than that even of a Permanent 
Under-Secretary, hidden and anonymous behind his 
desk but often in the past wielding great power. 
Hongkong is now one of the most senior and popular 
posts despite its manifold problems, the tackling of 
which hag bruited its fame abroad. No doubt 
strings were pulled from this end too, and it would 
surprise nobody to know that Sir Alexander himself 
pulled all the weight he could to ensure that the 
wishes of the local community were considered by 
the Secretary of State before he made his recom- 
mendation to Her Majesty. There was no secret 
about it. Sooner or later Sir Alexander and Lady 
Grantham must be granted the leisure and freedom 
from incessant responsibility they had so justly 
earned. There must be successors some time, and 
Hongkong wanted them to be Sir Robert and Lady 

lack. It is true that, as Sir Tsun-nin Chau said, 
Hongkong hailed the news of Sir Robert’s promo- 
tion with happiness sharply tinged with regret that 
the Colony would be losing him. But ever since 
then there has been a hope that he would come back 
as governor. Sir Robert has returned seasoned by 
his varied and remarkable experiences in Singapore. 
The years between have been such there as to try 
men’s patience and tempers to the extremity. 
Through it all he retained that smiling impertur- 
bability and genial calm that must have made an 
indelible impression on the passionate fledgling 
politicians whose partisan cries and rivalries, gangs 
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and disorderly school pupils gave Singapore a re- 
putation abroad exactly the opposite to that earned 
by Hongkong. Sir Robert was a pillar of strengtn 
on which Singapore’s Chief Minister was able to 
rely both in counsel and in psychological support, 
and much of Mr. Lim Yew Hock’s remarkable suc- 
cess in that post may have been due to the fact that 
the right man happened to be in Government House 
—a man of genuine humanity and goodwill, of sane, 
sincere and solid qualities whose nerve never failed 
however loud the headlines screamed. 


In his speech responding to the address of 
welcome presented by Sir Tsun-nin Chau, His Excel- 
lency the Governor emphasised the importance of a 
single-minded loyalty here as in Singapore. The 
integrity of Hongkong, as of Singapore, is ‘“‘of the 
greatest moment to us all.” The introduction of 
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this note here was just as apposite in view of the 
manifest efforts of some circles here—whose loyalty 
is not to Hongkong—to make mischief at every con- 
ceivable opportunity, and especially in the case of 
the R.N. Dockyard workers. But among those 
whose loyalty is to Hongkong—and that embraces 
the overwhelming majority of its resourceful, in- 
genious and industrious people—there is a solid 
unity and a real devotion to the task so far advanced: 
the progress and continued prosperity and develop- 
ment of this once barren rock which bears impressive 
witness to what can be done by human genius and 
enterprise, and hard work. The Governor is assured 
of the fullest support and co-operation in the im- 
mense job that has to be done here. A genuine 
sense of affection cements the unity of Government 
House and the community. 


CHINA’S FIRST FIVE-YEAR PLAN 


The results of China’s First Five-Year Plan, which is 
now in its last six months, show that the people of China 
can expect little improvement in their standard of living 
for some time to come. Further plans and targets may 
have to be modified, but it seems that in spite of setbacks, 
the Government has every intention of pressing on with its 
programme of industrialisation. 


The basic cause of the Government’s present difficulties 
is that too much has been attempted in too short a time. 
Too much capital has been invested in heavy industry, which 
needs time to produce a return, and so the Chinese people 
are faced with a continued shortage of consumer goods. 
During 1957 the ration of cotton cloth, the important of 
consumer goods apart from foodstuffs, has had to be cut, 
and there seems little prospect that the situation will be- 
come any easier for some time. The most recent target for 
the cotton crop in 1957 is only 92 per cent of the 
original target. This fall in the supply of raw material 
is bound to have a marked effect on the production of 
cotton cloth in 1958. 


One of the Government’s main objects in enforcing 
collectivisation was to make the collection of agricultural 
products easier, but it has been announced that although 
the 1956 cotton crop was only 3 per cent below the 1955 
crop, the amount handed over to the Government fell by 
14 per cent. Many peasants feel that they have gained 
nothing from the collectivisation carried out in the winter 
of 1955-56, even though the Government intended that 
there should be at least some positive benefits during the 
first year to give the scheme a good send off. 


The quantity of such important exports as pork and 
edible oil has had to be reduced, with the result that China 
is having difficulty in maintaining the total value of her 
exports. The blame for this has been set on the peasants 
themselves, who are accused of consuming too much, and 
on the cadres in agricultural co-operatives, who have been 
accused of pandering to the peasants. 


A more immediate cause of the Government’s economic 
difficulties has been the over-optimism engendered by the 
harvest of 1955 and the ease with which collectivisation was 


carried out in the succeeding months. Apparently not 
realising that the harvest was exceptional, the Government 
published an unrealistic Twelve-Year Plan for agriculture, 
which has since been quietly dropped. In its desire to push 
agricultural production and at the same time to show the 
peasants the advantages of collectivisation, the Govern- 
ment granted increased loans to agriculture, raised the pro- 
curement prices of agricultural products and lowered the 
prices of some industrial goods. At the same time industrial 
workers were pressing for higher wages. 


All might have gone well if there had been another 
harvest like the one of 1955, but wind and weather are no 
respecters of Communist planning. There were typhoons 
and floods in the late summer of 1956, and the harvest 
was a poor one. Since then the number of new agricul- 
tural loans has been reduced, there have been fewer advance 
payments to peasants for their products and the retail 
prices of certain foodstuffs have been raised. Already this 
year there have been crop losses from floods, so it is unlikely 
that the present harvest will be good enough to solve 
China’s economic problems, 


Another example of the blind pursuit of an economic 
plan is represented by the Government’s mechanisation 
programme. The Government seems to have realised now 
that mechanisation will create an unemployment problem 
and at the same time waste one of China’s main, economic 
assets—her vast manpower. Both in industry and agricul- 
ture mechanisation plans have been modified. Limited 
machine-building resources, coupled with the growing threat 
of unemployment, has led to the postponement of mechanisa- 
tion in agriculture and its limitation in industry to heavy 
and precision machinery. Emphasis is also being shifted 
from giant factories to plants of more manageable propor- 
tions. 


Industrial production and investment targets for 1957 
show very small increases compared with 1956. One ex- 
planation for this may be that 1957, the last year of the 
Five-Year Plan, is regarded as a time for consolidation. 
But this is only a partial explanation, and there is evidence 
that the economic difficulties facing the: Government are a 
more likely cause. In the 1957 budget, introduced at the 
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end of June, expenditure was planned at a lower figure 
than during the preceding year. This is the first time since 
the Communists came to power that a drop in expenditure 
has been planned. 


Soviet aid continues to bolster up the economy of the 
regime, although with the reduction of the number of 
Russian technicians this aid is now much less obvious. The 
Soviet Union has undertaken to provide equipment, plan- 
ning and technical advice for 211 major industrial plants. 
Of these, 179 are due to have been started or completed 
by the end of this year. All the plants have to be paid 
for by China either by ordinary trading methods or by 
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drawing on Soviet loans. Two such loans have been an- 
nounced. The first was to cover the years 1950-54, ana 
it has to be repaid over the ten years beginning in 1905. 
The second loan was granted in October, 1954, and there 
is reason to believe that this loan was mainly used up 
during 1955 and 1956. 


The Chinese economy seems to be suffering from the 
results of over-optimistic planning and misdirected designs. 
Whatever the final verdict on the Five-Year Plan, well- 
dressed statistics cannot alter the fact that the Chinese 
people themselves cannot hope for any great improvement 
in their standard of living for a considerable time. 


loc “CROSSKOADS 


By A. E. Thomas 


The little Himalayan kingdom of Nepal, which was not 
much heard of beyond the borders of India in the south 
and Tibet in the north, has been in the news of the world 
since 1950. Until then if at all Nepal was known to the 
world because her nationals had proved their worth as 
the best soldiers in the world during the two world wars. 
Sandwiched between the two mighty nations of India and 
China, Nepal in the past remained an obscure nation and 
felt quite content with a primitive order of society. Be- 
cause of the peculiar geographical location of Nepal, she 
remained an isolated land cut off from the rest of the world. 
Only a few mountaineers passed through her territory to 
the delightful heights of the snow-clad peaks of the 
Himalayas, and also some Christian missionaries and a few 
tourists. Nepal’s regular commercial and social intercourse 
was with Tibet, an equally isolated country with an almost 
identical social and political system. 


It was in 1950 that Chinese Communist troops entered 
Lhasa in Peking’s attempt to bring Tibet under control 
of Red China. Within a few months Nepal was also in- 
volved in a move towards revolution. The closing years of 
the first half of this century saw great changes in the poli- 
tical set up in South and East Asia. British rule in India 
had ended and two nations, India and Pakistan, emerged 
from the British Indian empire. In 1949 Communists came 
into power in China. These changes cast their reflections 
on Nepal which had for long been in a political and social 
slumber. 


For over two centuries before 1950, the Manchu em- 
perors and later the republican government of China were 
not powerful enough ‘to make their authority felt and to 
bring under their rule such regions as Tibet. British diplo- 
macy before the independence of India succeeded to create 
buffer states at the frontiers of the Indian empire touching 
the borders of Russia and China. To check Russian ex- 
pansionist tendencies, British diplomacy played its part at 
Kabul to win over the Emir of Afghanistan as an ally of 
Britain. When the British Indian empire was fully con- 
solidated, British statesmanship ‘thought it best to leave 
Nepal as an independent country, although it would not 
have been difficult for Britain to assimilate Nepal into the 
empire. Despite Nepal’s independence, Britain considered 
that country a sphere of her exclusive influence and to a 
great extent controlled or guided Nepal’s external relations. 


It was in the Nepal Tarai that the Buddha was born 
25 centuries ago. Until the invasion of Nepal in the sixties 


of the 18th century by the Maharattas who had taken 
refuge in the Kumaon hills at the foot of the Himalayas 
from the victorious armies of Ahmed Shah Abdali, the 
people of Nepal were Buddhists. The invaders who were 
Hindus pushed their way into Nepal by defeating the ori- 
ginal inhabitants of Nepal who were an admixture of 
Indians and Tibetans. The arrival of the Maharattas, who 
later came to be called Gurkhas, changed the course of the 
destiny of Nepal. A warlike people, the Gurkhas extended 
the frontiers of Nepal and consolidated the country. They 
came into conflict more than once with the militia of the 
East India Company which was at that time extending the 
frontiers of the Company’s territorial acquisitions in India. 


In 1846 a Gurkha military adventurer called Jung 
Bahadur seized power in Nepal. He suppressed his oppon- 
ents ruthlessly and gained absolute control over the coun- 
try. Since then a dual monarchy similar to the Shogun 
era of the pre-1867 Japan existed in Nepal. The office of 
Prime Minister became a hereditary monopoly of the family 
of Jung Bahadur and a new aristocracy called the Ranas 
belonging to the Jung Bahadur family sprang up. It 
rivalled the monarch who was reduced to a mere figurehead 
in the affairs of Nepal. Jung Bahadur was a man of great 
ambitions. He sent a military expedition in 1854 to Tibet 
which for some time had considered Nepal its vassal. The 
expedition was successful and the terms of a treaty signed 
between Tibet and Nepal in 1856 contained such favourable 
terms for Nepal as extraterritorial rights in Tibet and a 
right to collect ten thousand rupees annually as tribute. 
Jung Bahadur extended to Britain a hand of friendship 
which was readily accepted. In the following year when 
the Sepoy Mutiny broke out in India, Nepal offered help 
and in fact despatched some Gurkha battalions to suppress 
the mutiny. Thereafter Britain considered Nepal a close 
ally and Nepalese subjects were recruited in large numbers 
to the British Indian army. In view of the harmonious 
relations that existed between Britain and Nepal, the British 
government did not take notice of the primitive feudal state 
of affairs in Nepal. In fact the British Indian govern- 
ment was itself pampering Indian native princes and feudal 
chiefs in its attempt to curb political agitation within the 
sub-continent. 


The Rana families in Nepal grew rich on the toils of 
the peasants. Most of the ‘fertile lands in the country 
became their property and the lion share of the produce of 
the land went into their coffers. They lived in a state of 
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luxury rivalling the splendours of the fables of Arabian 
Nights. The poor peasants and artisans groaned under the 
heavy yoke of the Rana regime. Any popular agitation 
was ruthlessly suppressed. But the wind of political reform 
in India blew over the calm skies of Nepal. The people 
stirred. They saw that India became free and following 
the example of India, they organised themselves. The king, 
although only a figurehead, sympathised with the condition 
of his people and cast his lot with them. Soon the Ranas 
mobilised their forces and the king had to flee to New 
Delhi to save himself from the wrath of the Ranas. The 
agitation however became countrywide and ultimately the 
demands of the people proved triumphant. In 1951 a new 
chapter opened in the history of Nepal. The king was re- 
stored to his ancient position and democracy for the first 
time made its appearance in Nepal. Ever since the country 
has undergone a series of changes. 


Events in Nepal have been moving fast. A sudden 
change from medieval feudal order to a modern democratic 
political set up could not be achieved without pains. Once 
the goal of ending the Rana regime was achieved, the unity 
among political reformers became extinct. Opportunities 
formed their own political parties and today there are over 
two dozen political parties in Nepal, none of them com- 
manding national support or respect. The Nepali Congress, 
the original political party which engineered the agitation 
against the Ranas, has lost much of its prestige as a result 
of the constant quarrel between the obstreperous Koirala 
brothers who are by far the most educated and efficient 
political leaders of Nepal. During the past seven years, 


Nepal has had six cabinets. The Nepali Congress, the 
Nepali National Congress, the Praja Parishad, and the 
United Democratic Party have been in office. None 


of them have been able to solve the problems of Nepal. 
In November 1957, the cabinet of Dr. K. I. Singh resigned 
and the king took over the government and imposed direct 
rule. A nation-wide satyagraha movement of -the Gandhian 
type was launched during the first week of last December 
by the Democratic Front, a combination of the Nepali 
Congress, the Nepali National Congress and the Praja 
Parishad parties under the leadership of Mr. B. P. Koirala, 
president of the Nepali Congress, demanding that the king 
hold general election within six months. Later the protest 
was suspended when the king issued a proclamation saying 
that elections would be held in February 1959. While 
some political parties are in favour of electing a constituent 
assembly to prepare a constitution for Nepal, thereby limit- 
ing the power of the king, others wish to elect a parlia- 
ment. 


Nepal is on the verge of a famine as a result of crop 


failure. Heavy rains and later draught made barren much 
of the country’s agricultural farms. Nepal needs more 
than half-a-million tons of cereals to feed her people. 


With hardly any industry, Nepal has very little to export in 
order to earn foreign exchange to buy foodgrains. India, 
which would have come to the rescue of Nepal, is also facing 
« food shortage. 


* * * * 


Red China found the extraterritoriality enjoyed by 
Nepal in Tibet to be an anomaly when China invaded Tibet. 
Peking negotiated with Khatmandu for the termination of 
the 1856 treaty and Nepal had no option but to concede 
to the wishes of Peking. Within a few days of signing 
a treaty with Peking in September 1956, terminating the 
century-old treaty, Mr. Tanka Prasad Acharya, then Prime 
Minister of Nepal, visited Peking. Red China received the 
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Nepali Premier and party with much fanfare and besides 
showering many presents on the visitors, granted a sixty- 
million-rupee aid covering a period of three years for 
Nepal’s economic development. India was fully unaware of 
China’s intention to give economic aid to Nepal and when 
New Delhi made it known to Peking that India considered 
Nepal as a sphere of her influence and that she ought to 
have been informed of it prior to the signing of the agree- 
ment, Peking dropped at least the idea of sending her tech- 
nicians to Nepal to aid in the administration of the fund. 
Nepal then approached India for technical personnel to 
supervise the economic development programmes in Nepal. 


While Tanka Prasad Acharya, the Nepalese Premier, 
was holding discussions with Premier Chou En-lai in Peking, 
Dr. K. I. Singh, who had returned to Nepal after three 
years of exile in China, was in New Delhi making his im- 
pressions of Red China known to the officials of the central 
government of India. The President of India visited Nepal 
during the third week of October 1956 and Mr. Acharya had 
to rush back home to receive him at Khatmandu. It was 
the first visit of the President of India to a foreign country 
during the past one decade of Indian independence. 


Nepal is receiving from India economic aid to the tune 
of Rs. 100 million covering a period of five years for econo- 
mic development programmes. The United States of 
America also gives some aid to Nepal. But Nepal's needs 
are great. Billions of repees will be necessary to develop 
the country. Although Nepal is bigger in size and popula- 
tion than Malaya, Nepal’s annual revenue is not more than 
US$10 million. Poverty, illiteracy and a host of other 
evils cast their ugly shadows over Nepal. Not more than 6 
per cent of the people are literate. The chief and perhaps 
the only source of foreign exchange for Nepal is her soldiers 
serving with British or Indian armies. With the Indian 
army serve at present 15 battalions of Gurkhas. With the 
British army in Malaya, there are 8 Gurkha battalions 
engaged in the fight against communist terrorists in the 
Malayan jungles. 


As it is incompatible with India’s policy of neutrality 
to permit foreign troops to pass through her territory to 
serve in another country, India allows Gurkha soldiers to 
pass through India on their way to Malaya and back only 
if they wear civilian clothes during their transit through 
Indian territory. Even this concession was much debated 
in the Indian parliament and India’s Prime Minister had to 
calm down the opposition by saying that “Gurkha soldiers 
are the only exportable commodity of Nepal”. However, 
this year the existing treaty permitting recruitment otf 
Gurkha soldiers by Britain expires and there is already a 
clamour in Nepal for stopping further recruitment. But it 
is most likely that a new agreement will be signed permit- 
ting continued recruitment. 


In June last year some Nepalese communists set up 
their own government in Rautahat. and proclaimed a “Peo- 
ple’s Republic” over sixteen square miles of the district. 
The political situation in Nepal became tense. Across the 
Himalayas, Chinese Communism casts a menacing shadow. 
Many malcontents in Nepal, in this age of social and poli- 
tical reform in their backward country, believe that com- 
munism is a hopeful doctrine. The propaganda from Peking 
falls on receptive minds. But the obvious danger of Chinese 
expansionism and ill-concealed Red imperialism may act as 
a powerful brake in Nepal where the educated circles are 
aware of Peking’s schemes. The invasion of Tibet has 


aroused apprehensions in Katmandu and in New Delhi as 
well. 


January 30, 1958 


ee a ee OLE 


(Cathay Pacific Airways’ DC.4 over Hongkong Harbour) 


Cathay Pacific Airways, Limited, of Hongkong have 
been operating as an airline since 1946 and from those 
early days there has developed a regional airline carrying 
world-wide recognition and interline reciprocation, with an 
excellent record for utilisation and punctuality. The steady 
progress of this independent carrier reflects credit on the 
Colony of Hongkong, and on those responsible for its 
efficient maintenance and operation. 


HISTORICAL:— The original Company was formed in 
Hongkong in 1946 by Roy Farrell and Sydney de Kantzow, 
who operated DC.3’s from Australia to the Far East, serving 
the re-opened markets of the East after the end of the 
war. The fleet soon built up into seven busy DC.3’s 
operating throughout the Far East. The Company was 
reorganised in 1948, when Butterfield & Swire, who have 
nearly a century of experience as a well-known British 
Shipping and Merchant Company in the Far Kast, and their 
associated shipping interests, together with Australian Na- 
tional Airways (now taken over by Ansett Airways Pty. 
Ltd.), secured a majority holding in the Company. The 
original partners, led by Sydney de Kantzow who remained 
as Generdl Manager, retained a minority share holding. In 
1950, when Mr. de Kantzow retired. his shares and those 
of the other original partners were taken over by Butter- 
field & Swire and their associated interests. In 1954, a 
further issue of shares was taken up by John Swire & 
Sons, Ltd., London, and the China Navigation Co., Ltd., 
both of whom are associates of Butterfield & Swire; also 
by the Peninsular & Oriental Steamship Navigation Co. In 
1956 The Borneo Co., Ltd., also became share-holders. 


PRESENT DAY CPERATIONS. C.P.A. at present 
operate a fleet of 3 aircraft as follows:— 
Weekly 
Aircraft Services Frequency 
DC.6 “VR-HFG” Hongkong/Manila & return 2 
Hongkong/ Bangkok/Singapore 
& return x 
Hongkong/Singapore & return 1 
DC.4 “VR-HFF” Hongkong/Bangkok/Rangoon/ 
Caleutta & return 2 
Hongkong/Saigon/Kuala Lumpur/ 
Singapore & return 1 


Hongkong/Manila/Labuan & return 1 
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DC.3 “VR-HDA” Hongkong/Phnom-Penh (Cam- 
bodia) & return 1 
Hongkong/ Vientiane (Laos) 
& return 1 
The above gives, amongst others :— 
5 services per week each way between Hongkong & 
Singapore. 
5 services per week each way between Hongkong & 
Bangkok. 
3 services per week each way between Bangkok & 
Singapore. 
3 services per week each way between Hongkong & 
Manila. 


The DC.3 is also available for charters and has been 
as far afield as Australia and the Gilbert & Ellice Islands 
on recent charters. 


Further particulars of the Company are given below:— 
At 30th June, 1957. 


Total number of staff: 182 
Number of Captains: 15 


Unduplicated route mileage: 7,746 miles 
For the year ending December 31, 1956. 

Total revenue miles flown: 1,676,559 miles 
Total revenue passengers 

carried: 42,417 pax 
Total revenue passenger-mile 

flown. 47,438,078 pax miles 
Total freight & Mail tons and 726 tons 

short-ton miles flown: 951,742 ton-miles 
Total revenue short ton-miles 

all traffic: 5,492,302 ton-miles 
Average overall load Factor: 64% 
Capacity ton-miles produced 

per employee: 30,177 ton-miles 


Passenger mileage figures for the last three years give 
an. indication of lusty growth:— 


1954 — 21,012,000 passenger miles 
1955 — 34,897,000 3 FS 
1956 — 47,438,000 "i a 


Cathay Pacific Airways are now achieving a utilisation 
of 72 hours per week with the DC.6 and 78 hours per week 
with their DC.4. This, it will be appreciated, is an excel- 
lent utilisation which requires careful control and accurate 
schedule keeping. This utilisation is achieved largely as a 
result of the fact that Cathay Pacific Airways engineering 
facilities are centralised in Hongkong, and all aircraft re- 
turn to Hongkong, at most, within 30 hours of departure, 
so that all maintenance checks are done in the same place 
and by the same men. Furthermore, each aircraft spends 
24 continuous hours weekly in the hands of the engineers. 
This enables Cathay Pacific Airways to operate at a high 
utilisation with increased efficiency and reliability. 

Cathay Pacific Airways’ DC.6 “VR-HFG” is a 60-seater 
aircraft, and has 4 comfortable sleeping bunks available 
for passengers. This aircraft has rapidly earned a_hiph 
reputation amongst travellers in the Orient for comfort, re- 
gularity and speed. 
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Cathay Pacific Airways’ DC.4 “VR-HFF” is a comfort- 
able 50-seater aircraft, and has proved popular with passen- 
gers travelling through the Far Hast. Together, these two 
aircraft have consistently improved Cathay Pacific Airways’ 
reputation for efficient operations, accurate schedule keeping 
and pleasant service. 

This British independent airline, operating entirely 
international schedule services. is held in high regard by the 
Public, and their fellow airline operators. Cathay Pacific 
Airways are members of a variety of interline agreements 
which ensures that, in addition to local passengers travel- 
ling throughout the Far East,.they share, to a large degree, 
in the international carriage of passengers who are trans- 
ferred to them from the large trunk line operators, with 
whom they have a very close relationship. Cathay Pacific 
Airways’ regularity and their high regard of their respon- 
sibilities are a source of satisfaction to travellers, mail au- 
thorities and shippers of freight throughout the eastern 
regions. 

Three new services were started during 1957 from 
Hongkong to Phnom-Penh, Cambodia, (with direct connec- 
tions to fabled Angkor Wat) from Hongkong to Kuala 
Lumpur and from Hongkong to Vientiane in Laos. 

“TOMORROW”: C.P.A. are planning to extend their 
Hongkong/Phnom-Penh service to Bangkok/Kuala Lumpur 
and Singapore, and their Borneo service to Kuching. So 
C.P.A. carry on with the task of developing and improving 
air services between Hongkong and important centres in 
South East Asia. 

A brand new DC-6B with 75 comfortable seats will 
join the fleet in June this year. Ever desirous of keeping 
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in the forefront of proved aircraft development and in 
keeping with C.P.A.’s desire to offer their clients nothing 
but the best, orders have now been placed for two new 83- 
seater Lockheed Electra aircraft for delivery in the middle 
of 1959. This decision was taken after a searching study 
of traffic trends and the suitability of new aircraft for the 
routes on which C.P.A. will be flying in the 1960’s. The 
“Blectra” will fly at over 400 m.p-h. and will be powered 
with smooth powerful Allison “turboprop” engines of 4000 
h.p. each and fitted with weather radar. So far 150 Elec- 
tras have been ordered by 12 airlines of the world. 


LOCKHEED 


“ELECTRA” PROPJET AIRCRAFT 
(Soon to be flying with C.P.A.) 


(1900—1956) 


COPPER BANKNOTES IN CHINA 


By E. 


KANN 


PART XXIX 


COPPER NOTES IN FUKIEN PROVINCE 


A special paper currency, known as Dai Fook (some- 
times spelled Dai Fu) dollar notes, printed on coarse paper 
of local manufacture, was issued by native banks in Foo- 
chow; it was of paramount importance in the history of 
copper banknotes during recent decades. These notes were 
distinctly based on copper cash, as the following particulars 
will show: 


The Dai Fook dollar was not a silver coin, but an arbi- 
trary unit, thé exchange value of which had been fixed at 
1,000 Foochow “standard” cash. These latter are not to 
be confused with the debased cash in circulation on the 
Foochow market. The rate of exchange of the Dai Fook 
dollar was stable, in contradistinction to the fluctuating 
rates of exchange of copper cents, of subsidiary: silver 
pieces and of silver dollars. The ‘standard’? cash was a 
coin in circulation in Fukien in the 1880s, but which since 
then has become obsolete. The hole cash circulating there 
until say about 1930 was smaller in size and lighter in 
weight than the old “standard” cash and had depreciated 
more than 50% of its original value, as compared with the 
latter. In fact, the old debased cash has in the 1930s dis- 


appeared from the market at Foochow, its place having 
been taken by the familiar 1-cent copper cent, the price of 
which in terms of “standard”? cash has likewise depreciated 
over 50% of its original value. 


Commodity prices in Foochow were always quoted in 
Dai Fook dollars and paid for in this paper money. Frac- 
tional portions had to be disbursed in ‘‘standard’’ cash, and 
as these actually represented an arbitrary value only, an 
amount of say 100 ‘standard’? cash would have been ex- 
changed in 1927 for about 25 1-cent copper coins, or 250 
debased hole-cash. In that year the Foochow authorities 


ruled that copper was only legal tender up to 50 copper 
cents. 


Regarding the origin of the name Dai Fook, it seems 
that the first word is derived from Nantai, a business dis- 
trict in the suburb of Foochow. Fook is a multilation of 
the expressions Fan Piao, or foreign paper money. Dai Fook 
paper money came into being about 1885. In 1928 the 
native banks were ordered to abolish this kind of cur- 
rency, substituting therefor the Chinese dollar. Consider- 
able opposition was raised by the local banks which even 
resorted to a strike. 
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Dai Fook fiat money was printed from copper plates in 
Foochow from locally made paper, which was rather soft 
and not durable. The notes were about 10 inches long 
and 4 inches wide. In appearance they could not be likened 
to currency notes, but more to a receipt. A portion of 
the inscription was inserted in handwriting, while the face 
of the note was covered with vermillion seal impressions. 
Forgeries became very common and difficult to detect. Dai 
Fook notes were issued by the Foochow Native Banks (of 
which there were 46 in 1927) in denominations of 1, 2, 3, 5, 
10, 30 and-50. Certain banks also issued notes for $100 
and $200, but these had a very limited circulation and 
differed in shape and makeup from the other notes. 


The total issue of Dai Fook notes in Foochow was 
estimated in 1927 at about $10,000,000 in face amount. 
They were current in the city only, and were not easily 
negotiable even in the immediate vicinity of Foochow. The. 
note-issues of the various banks were exchanged daily at 
regular clearings. During the invasion of Fukien Province 
by Cantonese soldiers in 1922, the Bank of Fookien had to 
close its doors. It left about $1,000,000 unredeemed, but 
the remainder of the native banks cashed all the notes. 


Copper cash notes circulating in the 1880s in Foochow 
came in denominations of 100, 200, 800 cash; they were 
styled Piao-tiao; values of 400, 500 and 600 cash were called 
Hsiao-piao; and when calling for 1,000 to 10,000 cash they 
were known under the name of 7a-piao. 


COPPER NOTES IN SHANTUNG PROVINCE 


Originally, copper cash notes were issued by the Shan- 
tung Official Exchange Bureau, but since its suspension in 
1923, the Kung Li Chien Chu was organized by Tsinan mer- 
chants to replace it. While recognizing the validity of the 
old notes in circulation, the new organization issued a fresh 
series in denominations of 10, 20, 30 and 50 coppers. 


Private concerns, apart from native banks, issued their 
own copper notes, the issuers sometimes being small ex- 
change shops, retail shops, tea houses and the like. This 
practice was also common in the capital, Tsinan, until about 
1925. It is reliably estimated that before the imposition of 
restrictions in 1923, about 1,000 parties in Tsinan alone 
issued and circulated copper cash notes. In numerous in- 
stances no metallic reserves were held against these issues, 
and it is quite obvious that no statistics exist which would 
divulge either individual or collective volume of issues of 
cash notes. Since 1923 the number of native banks en- 
titled to circulate copper cash notes in Tsinan has been 
limited to 60 establishments of good standing. 


Cash notes circulating in Tsinan were issued in de- 
nominations of 1, 2, 3, 5 and 10 Tiao. One Tiao, or string 
of copper cash, was nominally 500 cash, or 50 coppers, but 
due to a conventional discount of 10 cash per string, it 
actually aggregated 490 cash only. There were numerous 
issuers of cash’ paper in Shantung Province, apart from 
Tsinan. Due to the scarcity of metallic reserves held by 
issuers in Shantung Province, those notes became practically 
irredeemable. Whenever such fiat money was presented 
for cash (1924), the issuing bank generally tendered in 
exchange notes emitted by another concern.* 


The excessive amount of banknotes issued in Tsinan 
and other cities in Shantung Province had incidentally 
given the impetus to -the establishment of 250 printing 
firms, whose main activity was supplying Tsinan and the 
rest of Shantung with paper money. 

Langkow, a small Shantung port, could boast of a 
comparatively large issue of copper cash notes. Many of 


* See “The Chinese Economic Monthly”, vol. I, No. 2, fol. 10. 
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these were countersigned by either the Chamber of Com- 
merce, the Bankers Guild, the Financial Commissioner, etc. 
This procedure was meant to signify that the issuer had 
deposited reserves for redemption with the endorsing cor- 
poration. Notes were issued in denominations of 1, 2, and 
5 strings, but the last mentioned disappeared from traffic 
very soon. As no failures had occurred (at least until 
1928), these notes were accepted without hesitation by the 
public. 


Chefoo, another Shantung port, had for decades had 
copper notes in circulation. These were issued by native 
banks. In 1920 mast of the notes circulating in Chefoo 
were of 100 and 200 cash denomination. 


A Presidential Mandate was issued on October 22, 1924, 
approving the proposal of the Ministry of Finance for the 
establishment of the Kuang Chien-chu at Tsingtao, with the 
authority to issue copper notes:; On the same subject the 
“Peking Leader” reported on October 19, 1924, in the 
following strain: 


“With the approval of the Ministry of Finance, the 
Bank of Tsingtao will issue a large quantity of copper 
notes. These notes will totally be worth 50 million coppers 
and will be of 4 denominations, namely 10, 20, 50 and 100 
copper pieces. The Bureau of Printing & Engraving is busy 
at work printing these notes which, at the request of the 
Director-General Kao En-hung, will be shipped to Tsingtao 
towards the end of this month.” 


It appears that at one time, copper notes were cir- 
culated in Tsingtao by Japanese, if one may judge by a 
report of June 4, 1921, appearing in the Chinese ‘Morning 
Post” and reading in translation as follows: 


“Paper money has been floated in excessive quantities 
on the Tsingtao market. According to recent information 
from Tsingtao, the Japanese have now once more issued 
copper notes in various denominations, quite similar to those 
issued by our Government Copper Mint, amounting to 
several hundred thousands of Tiao.” 


Copper cash notes were rather common all over Shan- 
tung Province, but no authentic details as to the total 
amount of notes issued are available. 


In Chefoo the privilege of issuing copper notes was 
granted to the native banks only, who deposited cash or 
securities with the local Chamber of Commerce to cover 
the amount of issue. The notes were countersigned. by 
the Chamber, and without that signature they were not 
allowed to circulate. Those notes called for “strings of 
cash” (a string represented 100 copper i-cent pieces or 
1,000 hole-cash). The copper note-issue was not known in 
1918, but in 1922 official investigation revealed the amount 
of 8,172,000 strings outstanding. Most of the notes were 
poorly printed and much worn in use. Hardly ever were 
there runs on Chefoo banks emitting copper notes, so that 
the notes always remained at par or commanded even a 
small premium.** In 1938 the Chefoo Municipality issued 
fiat money calling for 100 and 200 -copper cash. 


By way of resume we have the following issuers of 
copper notes in Shantung Province to record, after ignoring 
native banks and private issuers of such fiat money: 


(311) SHANTUNG OFFICIAL EXCHANGE BUREAU 
(312) KUNG LI CHIEN CHU 
(87) TSINGTAO REGIONAL BANK 
(313) CHEFOO MUNICIPALITY 


+ Reuter message from Peking of October 22, 192¢. 
** See “Chinese Economic Bulletin”, Vol. XTII, No. 2 of July 14, 1928. 
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Copper Notes in Hupeh Province 


The Hankow-Wuchang district was notorious for its 
excessive issues of copper cash notes and for its inability 
to’ redeem them. The mint at Wuchang issued an undated 
document, giving a short history of copper cash notes issued 
by the Hupeh Provincial Bank, of which the succeeding is a 
rough translation from the Chinese text: 


“Hupeh has become a cash-using province since the 
last century of the Ching dynasty. The market has become 
accustomed to use cash for the payment of tenure and 
taxes on deeds, according to the dollar rate-of the day. 
Chang Chi-tung, viceroy of the province in the Ching 
dynasty, established a government bank issuing tael and 
cash notes for circulation. From the time of its establish- 
ment (1895) until 1911, the total amount of tael notes 
outstanding was taels 70,000, while cash notes amounted to 
17,000,000 Tiao, or chuan. Due to the fact that silver 
dollars were little in demand, the total emission of dollar 
notes amounted to only $1,600,000. Possessing ample re- 
serves and being able to grant loans to merchants for large 
amounts, the standing of the bank was considered good not 
only within the province, but all along the Yangtze. The 
notes therefore served a convenient medium of exchange.” 


In Ichang there were numerous money shops issuing 
Tiao notes. They started with little or no capital, and 
acted under no restrictions. Apparently they sprung up, 
flourished, and failed without disturbing the money market 
to any great extent, for their issues were small.t 


During the decade ending 1900, the viceroy issued 
banknotes for 1,000 cash face value in Hankow. All Yamen 
and railway payments were rendered in these notes which 
were readily accepted in the market.§ 


When the Revolution broke out in 1911, the provincial 
bank, being situated in the center of all military activities, 
was forced to issue 20,000,000 Jiao in new notes for mili- 
tary purposes. As there were no reserves against this 
issue, inflation brought about depreciation of the paper 
money. Successive emissions for financing internal warfare 
caused further issues up to 90,000,000 Tiao. The unifica- 
tion of currency proposed by the Central Government, the 
desire to adopt the silver standard for other provinces, the 
issue of dollar notes by the foreign banks at Hankow, and 
the adoption of the dollar as currency unit by the market 
all helped to enlarge the difficulties of the Hupeh Provincial 
Bank to maintain its notes at par. The remainder of 
existing reserves had to be withdrawn and used for other 
purposes, so that the paper money in circulation almost 
became valueless. 


Meanwhile several petitions had been sent to the 
Government asking for the maintenance of the (credit of) 
the bank. Owing to political disturbances during those 
precarious times the petitions had to be shelved. 


Concerning the bank itself, and its position in 1927, 
there was a balance in its favor which, aside from, real 
estate possessions, aggregated taels 38,894,000. If only 
50% of the advances granted by the bank:had been collec- 
tible, it would have been easy to redeem the notes out- 
standing. With a view to preventing misunderstandings in 
connection with the affairs of the bank, a financial state- 


ment showing the condition of the bank has been published 
and reads as follows: 


? Maritime Customs Decennial Reports, 1892/1901. 
§ Maritime Customs Decennial Reports, 189271901. 
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Liabilities (up to 1926) 


Issue of tael notes ‘@ taels “100 -..222.......: Taels 2,760,— 
Issue of dollar notes @ $5 -.... $ 465.— 
Issue of dollar notes @ $1  _............ $ 64,552.— 


Issue of Tiao notes @ 10 Tiao Tiao 2,000 
Issue of Tigo notes @ 5 Tiao ,, 
Issue of Tiao notes @ 1 Tiao ,, 91,787,088 Tiao 91,790,013 

Equivalent in taels 
Excess of assets over liabilities, taels 


2,057,000 
38,894,000 


taels 40,951,000 


Assets: (up to 1926) 


Loans to the Ministry of Finance  ............ taels 22,092,000 


Advances to Government for military use .. 9,776,000 
Advances for government mining enterprises 2,789,000 
Advances to sundry government bureaux _. 563,000 
Loans tot sentry, ee ee ree 888,888 
Loans to Government and public (Ching 

dynasty) 2 TDS ON. cee ee ee 3,755,000 
Loans made during Ching dynasty ~............. 1,088,000 

Total assets: bce ee eee taels 40,951,000 


Additional Assets: 


Real -eState: < <2.ccieeress See ee eae taels 4,463,000 
Shares. “and: bonds) (3) 3 ee taels 904,000 


taels 5,367,000 


In 1894 the Hupeh Government Exchange Bureau issued 
cash notes of 1, 5 and 10 strings denominations, called 
“official” cash notes, or sometimes dragon cash notes. They 
could be used when paying taxes to the Government. Simi- 
lar cash notes of smaller denominations and dollar notes 
were also issued by the Bureau in 1899. In republican days 
only the notes of 1,000 cash denomination were still found 
on the market. In 1914 the Ministry of Finance issued 
copper notes of 100 copper (@ i-cent) denomination to 
replace the old fiat money. Owing to excessive volume those 
notes depreciated rapidly. At the same time, the debased 
20-cash copper pieces have gradually driven 10-cash copper 
coins out of the market. 


The total quantity of copper cash notes issued by the 
Hupeh Provincial Bank is said to have been between 80 
and: 90 chuan (each of which nominally contained 100 cop- 
pers), but actually notes in circulation exceeded 100 million 
chuan in volume. In the country, where other kinds of, cur- 
rency were rare, these notes constituted the most important 
media of exchange. Consequently the people were very 
strongly opposed to any further emission of these notes. 
The former Finance Commissioner of Hupeh was concur- 
rently Director of the bank and planned an additional 
issuance of paper money to the extent of 5,000,000 chuan, 
to be printed by a Japanese company. Due to popular 
opposition, he was compelled to cancel the arrangement 
with the Japanese firm, and he placed the order with the 
Peking Bureau of Engraving & Printing. The opposition 
did not weaken on account of this switch, so that the scheme 
had to be abandoned. But his successor had a plan for 
printing 90 million chuan of new notes, of which 70 million 
was to be used for replacing old issues, and only 20 million 
was to be added to circulation. According to him, many of 
the old notes must have been damaged by use, and 70 mil- 
lion chuan worth of new-paper would be quite sufficient for 
the redemption of the old currency. The 20 million addi- 


tional notes were to be used as capital for a modern pro- 
vincial bank. 
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Interesting particulars regarding the copper cash situa- 
tion in Hupeh are gleaned from United States Consular 
reports from Hankow, written in 1925: 


; “Formerly all native banks of whatever size and stand- 
ing issued notes in Jiao or taels. Chang Chih-tung, Viceroy 
of Liang-Hu provinces, when establishing the Hupeh cash 
Bureau, prohibited the circulation of these notes, and gave 
the Bureau the monoply in issuing notes. Notes were 
issued in taels, dollars and cash (Tiao notes), and _ the 
amounts of the issues were: taels 25,170, dollars 74,685, 
and Tiago 58,634,548. All these notes were subsequently 
withdrawn and new notes have been issued by the Hupeh 
Provincial Bank with a face value of 100 copper cents. 
The bank is the only institution in Hupeh issuing these 
notes at present. It is well-nigh impossible to conjecture 
the amount of these provincial notes in circulation, but it 
is considered that an estimated $20,000,000 face value would 
not be greatly in error. The discount at which they or- 
dinarily circulate can be stated as between 50 and 60 per 
cent. This depreciated paper currency is looked upon for 
providing the principal means of paying the expenses of 
the provincial government and the military leaders operat- 
ing in the province. Recently General Wu Pei-fu au- 
thorized the Hupeh Provincial Bank to commence the is- 
suance of ten million dollars in copper coin notes. News 
of this action has resulted in a rapid rise in the value of 
the dollar, so that at present 1 dollar is exchanging for 
178 copper cents.’’* 


Further evidence about the depreciation of copper cash 
notes in Hupeh Province has been supplied by the ‘Chinese 
Economic Bulletin” of June 26, 1926, vol. 8, No. 279: 


“An unprecedented drop in the exchange rate of the 
cash notes issued by the Hupeh Provincial Government and 
known as the Hupeh Official Notes caused a panic on the 
Wuchang and Hankow money markets in the second week 
of March (1926). Quotations which were taels 0.214 on 
March 4, dropped to taels 0.115 on March 10, with the 
result that the merchants refused to accept them. T'o 
remedy this state of affairs, Hupeh officials are trying to 
redeem at least a part of the notes in circulation. 


Hupeh Official Notes have a long history. The first 
issues date back to a quarter of a century. Each note 
represents a face value of 500 cash and exchanged for 
taels 0.80 to taels 0.90 at the time of issue. For a time 
the notes enjoyed popular confidence, because they were 
covered by an ample reserve. The total issue at the be- 
ginning amounted to between 2,000,000 and 3,000,000. After 
the revolution the exchange rate began to drop. In 1914 
or 1915, the quotations were about taels 0.50—0.60. By 
that time, the total number of the notes had already multi- 
plied to 20,000,000 or 30,000,000. After 1916, the number 
was further increased by fresh issues until it reached over 
140,000,000. According to a report issued by the Hupeh 
Official Exchange Bureau in June, 1914. with the exception 
of 47,500,000 notes already redeemed and destroyed, there 
were still about 90,000,000 circulating in the market. The 
reserve, including some government property set aside. for 
this purpose, was worth only about $10,000,000. 


Another cause for the depreciation of the notes was 
the discrimination shown by Hupeh merchants against cer- 
tain issues. The merchants classify the notes into several 
kinds: hsin piao, or new notes, having a premium over the 
others. This has caused other classes to discriminate in 
their favor. Exporters- from the neighboring districts can- 
not make any purchase from the local merchants unless 
they pay in silver or new notes. Farmers will not part 
with their produce unless they are assured of payment in 
specie or new notes. The situation is further complicated 
by the issue of shih piao and siao piao, or notes issued by 
merchants to replace the official notes. These are uniform 
in exchange rates and convenient in other respects. This 
right to issue notes by private persons, on which no official 
restrictions have so far been issued, has been greatly 


* See “Currency, Banking & Finance in China” by Frederic E. Lee, Wash- 
ington, 1926, fol. 37. 
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abused. Everyone is free to issue notes on his personal 
credit. Thus, even barbers, masons and peddlers issue notes 


in fractional currency to facilitate exchange. Another 
cause for the depreciation of the official notes was the 
scarcity of silver on the Hupeh market, following ship- 
ments of large consignments of silver to Shanghai. The 
local market was further depleted of specie by the recent 
military expedition to Honan, where the troops must be 
paid in silver instead of the depreciated official notes. 
The following figures show the exchange rate of the 


notes during the years 1923, 1924 and 1925, the unit being 
one 5,000 cash note: 


January July December 
Max. Min. Max. Min. Max. Min. 
in taels in taels in taels 
LO2a see 0.337 0.330 0.316 0.303 0.3807 0.284 
1924) 0.288 0.277 0.2388 0.235 0.222 0.201 
92 De eee 0.281 0.217 0.252 0.240 0.245 0.220 


In January of the present year (1926) the maximum 
quoted was taels 0.231 and the minimum taels 0.217. In 
February, the rate remained steady, the maximum being 
taels 0.281 and minimum 0.212. During the second week 
of March, the rate began to drop from taels 0.214 to taels 
0.115 from causes already referred to. This resulted in 
serious losses to the poorer classes, especially peddlers and 
small traders. Most of the merchants now refuse to accept 
the notes, which can no longer be changed for cash, even 
at a low rate quoted on the market. As a means of im- 
mediate relief, Hupeh officials have proposed the following 
measures: (1) To withdraw a part of the notes from the 
market. (2) To redeem the notes with the coppers held 
by the Official Exchange Bureau, which amount to several 
million strings (@ 1,000 cash). (3) To issue 20,000,000 
new notes to replace the old ones. (4) To circularize the 
local officials, enjoining them to accept the notes in collect- 
ing public revenues. (5) To forbid manipulation by local: 
money exchangers. (6) To strengthen the financial posi- 
tion of the Official Exchange Bureau by transferring to it 
the Government property of the Hsiangpihshan Iron Mines 
and (7) to open a provincial bank to issue dollar notes to 
replace official cash notes. 


Up to the present (June, 1926) several offices have 
been opened in Hankow to redeem the notes under certain 
specified limitations. All the coppers hitherto in the trea- 
sury of the Bureau have been distributed to these offices 
for redemption purposes. The Hupeh Mint is working day 
and night to turn out copper coins.” 


According to a report contained in the issue No. 335 
of the “Chinese Economic Bulletin” of July 23, 1927, the 
situation regarding the depreciation of Hupeh Cash notes, 
was as follows: 


“In the beginning of March a serious situation de- 
veloped in the local money market as a result of the sudden 
and phenomenal depreciation of Hupeh Government Bank 
cash notes, says the Shasi Customs report for 1926. Hither- 
to these notes, known as kwan piao, were in much favor with 
the people, and in circulation generally at a premium of 10 
to 15 per cent as compared with shih-piao, or cash notes 
issued by the local cash and pawnshops. Therefore the 
news received from Hankow on the 9th March of a sudden 
drop of these once popular notes in that city by 50 per cent 
without any warning caused great censternation amongst 
the communities, and the money market and business were 
greatly affected. The slump was largely due to the resumed 
printing of notes on a large scale and the death of General 
Hsiao Yao-nan, Civil Governor of Hupeh. Towards the end 
of April 11,000 “cash” in notes could be bought for one 
silver dollar, whereas in normal times the dollar-cash rate 
fluctuated between 3,000 and 3,600. This downward ten- 
dency continued uninterruptedly until the notes were worth 
20 percent of their face value at the end of June, when 
they entirely disappeared from the market. The appalling 
extent of the panic will be seen from the fact that these 
notes, amounting to well over 100 million Jiao, representing 
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30 million dollars at the normal rate of exchange, were put 
in circulation throughout Hupeh Province for value re- 
ceived, and wholesale and retail business is transacted on 
the small money basis, silver doHars being extremely scarce 
in this district.” 

Having had adequate cash reserves behind them, the 
dragon cash notes of the Hupeh Government Exchange 
Bureau issued in 1894, circulated in the province at par; 
sometimes even a little above par. They were still popu- 
lar after the issue of copper coins by the Hupeh Provincial 
Mint. In 1914, however, new notes of 100 coppers, bear- 
ing Roman letters in addition to Chinese characters, were 
issued by the Government. The amount circulated was 
10,000,000 notes of each series, marked alphabetically from 
A to R. This enormous issue shook the popularity of the 
new notes, as well as the old notes of pre-republican days. 


Notes of the Government Exchange Bureau’ were 
classified into five grades: new copper notes, first grade, 
second grade, third grade and worn out paper money. 
Their exchange value varied according to these grades. 


The guan-piao, or official banknotes of Hupeh Province, 
were groups in taels, dollars and copper coins, issued by 
the Provincial Currency Bureau. This latter, in the nature 
of a provincial government bank, was founded in 1896 
by the authorities of the province. In its early years, the 
Bureau had ample reserve funds against its note issue, and 
the guan-piao enjoyed public confidence. At the end of 1915 
the Bureau had $31,920,000 worth of guan-piao and $170,000 
worth of tael and dollar notes in circulation on the market. 
Since then, the military authorities caused an _ excessive 
amount of such notes to be issued, in order to meet mili- 
tary expenditure. But the good credit of the guan-piao was 
not seriously affected until 1925 when the director of the 
Bureau re-issued the formerly redeemed old notes which 
had been scheduled for destruction. These old notes began 
to be accepted at a discount and gradually depreciated to 
below 50% of their face value. The authorities once 
planned for the re-organization of the Provincial Currency 
Bureau in order to effect a re-adjustment of the note-issue. 
But the province was captured by the Southern Army bhe- 
fore the plan could be put into execution. 


Here is another note-issuing Hupeh bank, or at least 
one which it was projected to create in 1926. Strictly 
speaking, it was the old game in disguise: as soon as a 
certain institution could no more meet its obligations, 
especially in regard to redemption of its fiat money, it 
merely adopted another name, though continuing the old un- 
ethical practices. The following are authentic particulars: * 


“The Hupeh Provincial Government planned at first to 
open a new bank under the name of Hupeh Commercial 
Guarantee Bank. Later, however, it was decided to call 
it the Hupeh Bank, with capital subscribed by both 
the provincial government and _ private individuals. 
The copper notes issued by the Hupeh Official Exchange 
Bureau are to be accepted in payment of capital 
shares, and over 10,000,000 chuan of these notes (the cur- 
rent exchange rate of these depreciated copper notes is 
between 9 and 10 chuan to the dollar), as well as $3,000 
silver, have already been received by the bank from the 
subscribers. The authorized capital of the bank is $30,000,- 
000, of which two-thirds are to be raised from the subscri- 
bers. Copper notes are accepted at the rate of 350 chuan 
for a share of $100, a plan to withdraw the depreciated 
notes from circulation. The bank will start business as soon 
as the capital is fully subscribed.” 


The following account concerning Hupeh copper notes 
appeared in the Peking daily “Min Pao” of July 24, 1936 
(translation) : 


—e———E 
* See.“‘Chinese Economic Bulletin’” No. 286 of August 14, 1926. 
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“A Hankow report says that about $80,000,000 worth 
of copper notes of the Provincial Currency Bureau are 
estimated to be in circulation in Hupeh Province. In pay- 
ing taxes the people are required to offer 1,300 cash for 
each dollar of tax, which is a rate fixed many years ago 
and has not been changed since. ‘The actual exchange rate 
prevalent at present is about 2,800 cash for a dollar. As 
the Currency Bureau can issue notes only at the current 
rate, while the people are free to pay their taxes at the 
old nominal rate, the loss to the Provincial Government is 
very great. In fact, some members of the newly organized 
Financial Readjustment Commission of Hupeh consider the 
currency problem the most urgent of all financial problems.” 


Apart from government notes, cash notes of small de- 
nominations issued by Chambers of Commerce, pawnshops 
and, other business establishments of different towns in 
Hupeh Province were in circulation there. The Provincial 
Government’s orders prohibiting such private issues had only 
succeeded in preventing the small shops from further 
emissions, but leading merchants in Shasi, Ichang, Suanyang 
and Yunyang kept on issuing their private notes which cir- 
culated on the markets of these cities totalling above 40,000,- 
000 strings of cash, or 40,000,000,000 cash. There were 
57 such firms in Ichang, including Kuang Yuan-mow, Yu 
Chang, Teh Ta-siang, and Jui Feng; about 100 in Shasi, 
and a number in Suanyang, Yunyang, and Yangsin, formerly 
Hinkwo. 


In 1935, measures were considered for remedying the 
shortage of coppers in Hupeh Province. The Provincial 
Government decided to issue 700,000 copper notes includ- 
ing 400,000 of the denomination of 100 cash. and 300,000 
of the denomination of 500 cash. The new copper notes 
were suppoesd to be flaced in circulation sometime in 
1935. 


Leaving, as usual, the private issues of copper notes 
in Hupeh Province aside, we find the following institutions 
responsible for the emission of copper notes in the said 
province: 

Hupeh Provincial Bank. Same was recorded -already 
under reference No. 21 and need not be noted here. 


Prior to 1930, it was a practice at Shasi, an important 
business place in Hupeh, that Tiao cash-notes may be issued 
by any of the shops after being endorsed by the Chamber of 
Commerce. As there were no proper restrictions, the total 
amount of these notes at one time reached the vicinity of 
30 million Jiao. In November of 1929, a general run on 
these shops developed, and the money market became panic- 
stricken. All business transactions were temporarily brought 
to a standstill. The issuing of such notes came to an end 
since then.t 


(315) HSIN YEE SAVINGS BANK 


A note for 100-coppers was seen by the author. The 
headquarters of the bank were located in the Shanghai dis- 
trict with branches. Almost certainly the institution closed 
its doors long ago. See 169. 


(316) HUPEH GOVERNMENT EXCHANGE BUREAU 


This institution is identical, or else an offshoot of the 
note-issuers recorded under No. 19 or No. 20. It was 
established about 1895 and was responsible for a large issue 
of Tiao notes which latter were under heavy discounts. 


(317) HUPEH BANK 


This was not a new foundation, but merely a shift from 
one name in disrepute to another new firm style. The or- 
ganization was planned in 1926 with new capital.subscribed 


? See “Maritime Customs Decennial Reports, 1922/31’. 
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CHINA’S POLICY TOWARD MINORITIES 


The Chinese officials in charge of the national minori- 
ties saw to it that they joined the Chinese in celebrating 
the 40th anniversary of the Bolshevik Revolution in Russia. 
The Chairman of the Nationalities Committee of the N.P.C. 
(Liu Ke-ping) declared that this revolution had opened the 
way to a thorough solution of the national problem in the 
Soviet Union. In China, the Party regarded it as an in- 
separable part of the revolution as a whole. He declared 
that the “complete emancipation”? of the various nationali- 
ties in China was an “inescapable responsibility’ of the 
CCP. If the Communists had not helped them to gain 
liberation the old regime could never have been: overthrown 
or the socialist revolution attained. China’s fundamental 
policy was based on national regional autonomy, and the 
results of this policy had proved its suitability in China’s 
conditions. A unified socialist economy was insisted upon, 
in accordance with Lenin’s well-known principle about back- 
ward nationalities—that they could move on to socialism 
without a capitalistic interregnum. The latest statistics 
indicated, that by the end of 1956 the State had set up 423 
modern industrial enterprises in the minority areas. Many 
of the nationalities now had industry, with their own work- 
ing class, for the first time in history. The key to success 
in the revolutionary struggle of the proletariat and other 
labouring people of all nationalities was centralisation and 
unification of all Communist organisations of all the na- 
tionalities. 


It will be admitted even by the sharpest critics that 
the energetic policy of the CCP, while by no means devoid 
of self-interest—since the more production the greater the 
advantage to the State—has done much to raise the status 
and standards of the minority nationalities. This is true 
not only of the more powerful groups like the Muslims in 
Kansu and Sinkiang and the Inner Mongols, but also of the 
remoter and more backward peoples scattered over various 
parts of the south-west. In the Li and Miao autonomous 
area of Hainan island, for instance. power and processing 
plants and other industries have been set up, and changed 
the whole backward economy, while there are over 540 
primary schools and over ten middle schools in the area. 


Motion picture and cultural halls have been established, and. 


wired broadcasting brought to their _ service. 
hsien there is a hospital and in every chi a clinic. 


In every 


At a symposium of outstanding teachers from the 
national minority areas of Kwangtung Province, they were 
“gnanimous on the unprecedented nature of the educational 
development.” These teachers are themselves playing a 
large role in the development. They travel miles over 


by the public and the province. New shares could be bought 
with depreciated notes issued by the Hupeh Government 
Exchange Bureau. The new shares in dollars could be sub- 
scribed by paying in,depreciated paper at the rate of 350 
strings of cash for $100. 


(318) CHUANKAN PUBLIC BANK 


The domicile of this institution is not known to the 
author. He handled a note of this bank, denominated 10 
coppers and dated 1923. : 


mountain paths to visit the students’ parents, to write letters 
for them and to explain government policies and decrees. 
Tributes have been paid to the young Han Chinese teachers 
who go into these remote areas from many other parts of 
the country. The picture of the universal helpfulness of 
the new Marxist missionaries to the backward is doubtless 
overdrawn, but there is real ground for the belief that 
many of these teachers and cadres are genuinely devoted 
to the task in hand. Even old people of the Yao nationali- 
ty are said to regard them as members of their families. 
Certainly there have been few if any reports of any conflict 
between the minority groups and the teachers, many of 
whom have learned to use the languages of the nationalities 
in their teaching. Some of the teachers at this symposium 
said that “the creation of a new social trend in the areas, 
in the cove of schools and respect for the teachers is a 
great fruit of the Government’s nationalities policy.” 


One of the major events of the summer was the great 
Forum on Nationalities Work at Tsingtao, where the dele- 
gates, from all parts of the country, were received by Chair- 
man Mao Tse-tung and Premier Chou En-lai. No fewer 
than 29 national minorities were represented by the 105 
deputies to the N.P.C. who took part. It lasted nearly 
three weeks and went into all the major problems relating 
to the minority peoples. Premier Chou En-lai himself made 
a report to the forum concerning several fundamental prin- 
ciples governing the management of the nationalities pro- 
blems, including the conflict between Chinese Imperialism— 
called “Great Han Nationalism’’—and local nationalism, and 
the thorough enforcement of regional autonomy. There 
was general agreement that great things have been accom- 
plished. Regional autonomy has been established in areas 
inhabited by 90 per cent of the minorities living in segre- 
gation. Socialist transformation has been basically accom- 
plished with regard to the ownership of the means of pro- 
duction in more than 85 per cent of the minority areas; 
and what the Communists call “democratic reforms” are 
being carried out in areas with a total population of about 
two million—incidentally rather a small proportion of the 
whole. 


Economic and cultural progress varies a good deal and 
the argument that living standards are now better and 
higher is strictly relative. But it is probably true that the 
unity of all nationalities has been “greatly strengthened 
and developed.” There have been one or two uprisings in 
remote regions like Sining, but Peking has been astonish- 
ingly successful in his handling of the Mongols and the 
Muslims and has even stooped to conquer in the case of 
thle great Huang minority in Western Kwangsi, which has 
been transformed from a Chinese Province into a Huang 
People’s Autonomous Region—not without a pang among the 
dominant people. Actually the Huang people have given 
modern China some notable leaders, and this gesture will 
do much to bind this resolute and vigorous hill people to 
the general cause. There was blame as well as praise in 
the long discussions, for it is notorious that there has been 
much friction where the Party cadres were arrogant and 
rough-handed, and treated the minorities with contempt. It 
is not certain that the socialist transformation of the 
ownership of means of production has in fact, as Vice- 
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Premier Ulanfu of Inner Mongolia claimed, greatly consoli- 
dated fraternal relations. 


It has certainly brought new problems which eall for 
a good deal of study and careful solution. It is one thing 
to grant autonomous powers; it is another to enforce them, 
especially in the context of Party leadership, which often 
constitutes a contradiction in terms. It is hard for the 
individual or the group to be really in control of its own 
destinies when Party leaders insist on the strengthening 
of the Party’s ideological leadership. But the principle 
that seems to be accepted, and has already been applied 
in the difficult case of Tibet, is that socialist transforma- 
tion is to be decided by the people of the national minori- 
ties and such of their leaders as are in touch with the 
people; and that neither the Central Government nor the 
Han (Chinese) cadres working in these minority areas will 
try to coerce them into any course of action which they 
do not like. 


Ulanfu himself mentioned three new _ situations in 
these areas. There are people who are willing to take the 
road to socialism, but are bewildered by the change in- 
volved. This, he said, requires the Party and the State to 
“work on them” from many angles to help them gradually 
to accustom themselves to their new surroundings. Second- 
ly, people who may be basically willing, have nevertheless 
suspicion and anxieties. They are especially afraid that in 
a socialist society their own nationality will lose its entity. 
Ulanfu said it must be made clear to those people that 
their fears are unfounded. Socialism, he said, would not 
destroy the nationalities but would, on the contrary, deve- 
lop every one of them so that they may become socialist 
nationalities of high economic and cultural standards. “Such 
socialist nationalities will preserve and promote their own 
fine traditions and customs, but will get rid of -only those 
things that are unfavourable to socialism and to the pro- 
gress and development of the nationalities themselves,” he 
said. “Such changes in a nationality are entirely neces- 
sary and inevitable,’”’ he said, and the Mongols have cer- 
tainly managed to make them while retaining and even 
enlightening their own priests, who were in any case always 
very sturdy fellows. Thirdly, some of the, people in the 
minority areas are seriously opposed to the socialist system 
and to any reform and transformation in their own na- 
tionalities. Some of them may think they can tolerate 
socialism, while insisting that everything in their own na- 
tionalities, including the things that are unfavourable to 
socialism and to the progress and development of these 
nationalities, must remain unchanged. This attitude 
Ulanfu described as a repudiation of socialism and “it will 
inevitably be engulfed in the popular torrent of socialism.’ 
This most important of all the minority leaders said with 
emphasis, in his summing up speech on the work among the 
minorities: “We are in an era of great changes. * Society 


is changing and the nationalities are also developing and- 


changing. We should take correct and adequate cognizance 
of this fact, so that we may remain firm in our socialist 
stand and exert ourselves to bring about all the changes 
that are favourable to socialism and the progress and deve- 
lopment of the nationalities. Otherwise we may commit 
errors.” 


The Constitution of China affirms that it is a united, 
multinational country. That, said Ulanfu, is an important 
statement. China has for a long time been under the op- 
pression of imperialism and has developed and grown out 
of the anti-Colonial struggle and national independence 
movement. Moreover, although the minorities make up 
only 6 per cent of the total population, the areas which 
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they inhabit make up about 60 per cent of the total area 
of the country. The Han nationality is populous, while 
the national minorities occupy extensive areas with rich 
natural resources. For long periods in Chinese history the 
various nationalities have developed economic co-operation 
and cultural exchanges among themselves and jointly creat- 
ed China’s history and culture. He did not say so, but 
it is also true that they have often rebelled against Han 
Chinese dominion and were at one time or another in 
complete command of their own destinies and territory. He 
made it abundantly clear that the “united big family of 
the motherland” must at all costs be maintained and any 
reactionary idea of secession be resolutely opposed. He 
insisted, of course, that the new relations were entirely 
different from those of the days of oppression, antagonism, 
discrimination and even hostility. But there was a clear 
inference in his comment on the need of participation of 
Han Chinese personnel in work and labour in minority areas 
that the Chinese give the appearance of being the ruling 
race, which he excused on the ground that they are more 
developed in every way than any of the others and that 
their guidance is essential. _ Indeed, he claimed that many 
of the Han cadres are dedicated men who are doing all 
they possibly can to improve the standards of the minorities 
and are “trusted and loved’’ by them. 


Some of the Han settlers in these areas have caused 
trouble. The wrong types have been sent there. And his 
reference to “faults in resettlement work” may well relate 
to some of those incidents like that in the borderlands of 
Western Sinkiang, where there was serious trouble between 
the natives and the garrison settlers. His own advice was 
that the Government should send far fewer cadres and 
make up by quality for the lack in quantity. But the 
minorities in their turn must welcome and help the Han 
cadres in their task, instead of resenting the presence of 
these strangers. True, many have memories of the resettle- 
ment of surplus population policy and the reclamation of 
wasteland, which brought about the seizure of the grass- 
lands and other pasturelands of the Mongol and Muslim 
herdsmen. They see the Chinese gradually spreading into 
and even beyond their traditional domain and this aggra- 
vates the narrow nationalism among them. Ulanfu em- 
phasised that what he called the “nationalisation” of the 
autonomous organs was the crucial problem of the policy 
of regional autonomy. Gradual nationalization of the 
autonomous organs—making them completely subservient 
in all national affairs to the Centre—is the “firm and un- 
shakable policy.” And the pivotal point of the nationali- 
sation policy is the nationalisation of the cadres of the 
autonomous organs. It is impossible to set a standard of 
nationalisation that is universally applicable. But local 
autonomy in all cases means that the minority must manage 
all purely local affairs. That did not mean, however, that 
all the officials must be of that nationality. In some cases 
they would form a majority, in others a minority. After 
all, other non-indigenous nationalities living in the auto- 
nomous areas must be protected. “There can be only one 
object in our enforcement of regional autonomy for the 
nationalities, and that is the carrying out of socialist trans- 
formation and socialist construction, and ultimately realisa- 
tion of Communism.” 


The Party has so far enrolled over 400.000 members 
and 600,000 Young Communist League members among the 
national minorities. Of the Party members, 80,000 are 
cadres. Basic level Party and Youth League organisations 
already exist in most of the minority areas. These, he 
claimed, are solidly united with their fellow-members of the 
Han nationality, who are now playing an active role under 
the united leadership of the local Party organisations. 
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PREPARATIONS FOR CHINA’S SECOND FIVE-YEAR PLAN 


December was a month of conferences on a national 
scale in Peking, beginning with the National Economic 
Planning Conference which drafted the 1958 plan, envisaging 
a big growth in industry, agriculture, and capital construc- 
tion. This conference lasted a fortnight and ended on Dec. 
13, when Vice-Chairman Chu Teh called on the leading 
planning officials from all areas of. the country to strive to 
carry out the plans, worked out under the direct guidance 
of the State Council, and based on the proposed figures 
for the second five year plan put forward by the Eighth 
National Congress of the CCP in 1956, with the major 
principle of developing industry and _ agriculture simul- 
taneously on the basis of priority to heavy industry. This 
‘conference proceeded parallel with the Eighth All-China 
Trade Union Congress which ended on Dec. 12 and was 
described by the People’s Daily as “a mobilisation rally of 
the Chinese working class to greet the second five year 
plan.” The victory in the socialist revolution, it was con- 
tended, had already had a profound influence on the coun- 
try’s political and economic life, and this had been de- 
monstrated in the new upsurge in production evidenced 
throughout the country. As a result of the rectification 
campaign and anti-Rightist struggles, all Government de- 
partments, factories, mines and other organisations ‘showed 
a greater revolutionary spirit and initiative and creativeness 
had been greatly stimulated.’’ All departments of the 
national economy were carrying out their plans according 
to the policy of developing both industry and agriculture 
simultaneously. 


An agricultural conference which closed in Nanking on 
Dec. 11 decided on double-cropping in the Yangtze River 
Valley as a major method of increasing grain output. This 
conference, which lasted nine days, was attended by agrono- 
mists and representatives of 23 agricultural research in- 
stitutes, agricultural colleges and agricultural departments. 
It was revealed that less than 850,000 acres of farm land 
in the Yangtze Valley were double cropped before the 
liberation in 1949. Since then the acreage had increased 
eleven-fold and now exceeded 7,500,000 acres. Double- 
cropping had been extended to the northern banks of the 
river and to the hilly regions. In Kiangsu, where there had 
been no double cropping, there are now 100,000 acres under 
this system and the increased output came to 350,000 tons 
of grain. The conference set up a special institute to in- 
tensify the study of double-cropping in this region in 1958. 
The double-cropping acreage in the valley now makes up 
only 18% of the paddyfield acreage. 


Industry was called on to increase the production of 
chemical fertiliser and insecticides, and it was stated that 
the growth of the machine-building industry should be 
geared to the specific requirements of agricultural produc- 
tion, especially in the production of tractors and large 
implements, power machines, new type farm tools and old- 
type small tools. The potential resources of agriculture are 
to be utilised and a farm produce processing industry deve- 
loped. Measures are also suggested to keep the countryside 
supplied with the necessary fuels and means of transporta- 
tion. 


One expert pointed out that the per hectare yield of 
food and industrial crops had been raised in past years but 
that compared with capitalist.countries it was still very 
low. ' The yield of food grains in China per mow in 1954 
amounted to 189 catties (253 lbs.) per mow, compared 


with 3887 catties in Japan, 437 catties in West Germany, 
385 catties in Great Britain, 307 catties in France, and 
217 catties in the U.S. The main reason for this, it was 
argued, was the far greater use of chemical fertilisers in 
other countries. The Ministry of Agriculture estimated 
that the crops in China required, besides natural fertiliser, 
at least the following quantities of chemical fertiliser per 
mow: 30 catties for cotton, 20 for paddy rice, 10 catties 
for wheat, 30 for jute, 30 for ramie, 40 for flue-cured 
tobacco, 60 for sugar-cane, 20 for sugar-beet, 10 each for 
rapeseeds, vegetables and green manure. Even on this 
conservative estimate, China requires over 10,000,000 
tons of chemical fertiliser a year. The chemical industry 
is invited to address itself seriously to this tremendous 
problem, so as to meet the demand step by step. It is 
admitted that the building of nitric fertiliser factories in 
particular involves great difficulties in design and equip- 
ment, and expansion of the old rather than the building of 
new factories is alone possible in the second five year plan. 
Phosphate factories call for less capital and simple equip- 
ment. The chemical fertiliser now produced by some fac- 
tories costs too much and the peasants are not so eager to 
apply it. Potassium fertiliser is not yet produced in China. 


Agricultural tools and machinery required by agricul- 
ture are classified into four categories: tractors and large 
implements; power machines; new-type farm tools; and old- 
type small tools. Tractors cannot, by reason of shortage 
of petrol and the excess of labour in some arzas, come into 
general use for some time, though they can still play a 
part in opening up wasteland and in relieving shortage of 
labour in certain thinly populated areas. For the produc- 
tion of power for the APCs, locomobiles fed with fuels 
obtained locally are best where fuels are plentiful, and a 
8-4 h.p. gas engine recently produced in Tientsin can be 
used for irrigation of fields, thrashing and milling flour, 
where coal is available. Other machines should be produced 
to meet needs such as water pumps for irrigation, thrashers, 
sweet potato cutters, cotton gins, gins for removing short 
fibre wool from seeds, small milling machines and so on. 
In short, the machine-building industry is required to do 
more research and experimental work and to try to produce 
multiple varieties of machines, taking all factors into con- 
sideration. Small coal pits in local areas must be reopened 
to meet rural demands. Kerosene is the main commodity 
for lighting in rural areas, but though supplies by the State 
rose to 334,000 tons in 1956 out of a national volume of 
sale of 465,000 tons, supply falls far short of demand. 
China’s own kerosene production is only 200,000 tons a 
year and the greater part of the kerosene required has to 
be imported. ‘This is also more or less the case with diesel 
oil, and thus greater production of both kerosene and diesel 
oil is required. 


To solve the shortage of raw materials for the textile 
industry the chemical fibre industry should be developed 
energetically—both artificial and synthetic fibres. 


At the national conference on water and soil conser- 
vation which closed in Peking on December 21 it was an- 
nounced that soil erosion and water loss on an area of 
300,000 square miles on the upper reaches of China’s rivers 
are to be checked under projects in the second five year 
plan. Vice-Chairman Chu Teh and Vice-Premier Teng 
Tzu-hui called for mass conservation work to check floods 
and droughts and speedily develop agricultural production. 
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The cumulative work of the two five-year plans, according 
to the Director of Conservancy, would bring more than 
two-fifths of the million square miles subject to soil erosion 
and water loss under control, and ensure that most of the 
affected land would be benefitted by 1967, the end of the 
draft 12-year national agricultural programme. The upper 
reaches of the Yellow River would be the chief concentra- 
tion area. By planting trees and grass, terracing the land, 
building dams and small reservoirs, soil erosion and water 
loss on the upper reaches could be checked and the river 
made to serve the people. Director Chen Cheng-jen said 
that aircraft would be used for the sowing of grass and 
tree seeds in the sparsely-populated areas. Experience in 
various places in carrying out water and soil conservation 
on loess land, denuded hilly areas, rocky areas, and other 
kinds of soil were mentioned by Director Chen as being 
of great value. The overall plans in all such areas should 
be directed to the simultaneous development of agricultur-. 
forestry and pasturage. 


A Yellow River tributary which flooded almost annually 
has now been brought under control. . It is the 80-mile long 
Mengho, whose waters are now irrigating farmland and 
supplying local hydro-electric stations. The people who did 
this work in Tsiyuan county were awarded banners. The 
harnessing of the river, which is in Honan, began in 1949 
and is still continuing. Some 60 out of 80 small reservoirs 
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planned have been completed. A water diversion project 
has been built along the lower reaches, and 90% of the 
denuded mountains in the river basin have been planted 
with trees and grass; three-quarters of the hilly land has 
been terraced; and thousands of ponds and ditches have 
been undertaken on the hill slopes to retain the rain water. 
In addition numerous irrigation projects have been built 
to water the farmland. Nation-wide publicity is being given 
to these achievements. Soil erosion had made the river 
wide in its upper reaches and narrow in the lower reaches, 
and two-thirds of the annual rainfall of 656 millimetres 
fall in the rainy season between June and September. 


No fewer than 300,000 people from Honan alone are 
being sent to remote provinces this year to join in the 
campaign to build more water conservancy works. In the 
past two years some 165,000 people have migrated from 
flood-stricken Honan to Kansu, Sinkiang and Heilung- 
kiang. In the inland province of Kansu, out of 2,200,000 
peasant workers engaged in building reservoirs and other 
irrigation works, some 1,500,000 are youngsters. More 
than two million of the youth have taken up the work in 
Anhwei province and in Shansi some 180,000 youth leaders 
are directing peasants in the sweeping production increase 
campaign. Veteran Party leadership cadres, sent out with 
disgruntled students and cadres, keep the more youthful 
and less ardent youths on the job. 


JAPAN’S LONG-TERM ECONOMIC PROGRAMME 


The Government commenced last spring the drafting of 
the New Long-Term Economic Programme (which covers the 
period from 1958 to 1962 fiscal year) and has since been 
scrutinizing its details. Recently, the first stage draft was 
completed and it has set the target of the average annual 
rate of economic growth for the entire span of the plan at 
6.5 per cent. A number of long-term economic programmes 
have been prepared in Japan since the end of the Pacific 
War, but the Economic Self-Support Five-Year Programme 
(covers the 1956-60 fiscal year period) drafted at the end 
of 1955 was the first of such programmes officially adopted 
by the Government. 


‘But less than one year thereafter, criticisms were voiced 
in various circles pointing’ out that the plan was not in 
accordance with the actual state of affairs of Japanese 
economy. In other words, the fact was that the target for 
the 1960 fiscal year initially set by the programme was 
actually almost entirely achieved at the end of the 1956 
fiscal year because the tempo of Japanese economic growth 
since 1955 had been so rapid. For example, let us com- 
pare the economic growth rate scheduled by the programme 
and the actual rate attained. The programme had de- 
signated the average annual economic growth rate for the 
1956-60 fiscal year period at 5 per cent. However, the 
actual rate for fiscal 1955 was 11.6 per cent and for fiscal 
1956 reached 13.9 per cent, both more than double the 
scheduled rate. 


Such being the case, the above-mentioned programme 
became a one far removed from economic realities. This 
gave rise to discussions on the need of revising the plan. 
The Government formally announced in February its inten- 
tion of abolishing the said programme and drafting a new 
long-term economic programme and embarked upon its con- 
crete study, setting the commencement of the programme 
for the 1958 fiscal year. 


What then is the reason why such a long-term economic 
programme has come to be drafted in Japan? On this 
point, the Government has declared to the following effect: 
“The New Long-Term Economic Programme will serve as a. 
guide post indicating the direction of the economic activity 
of private enterprises and the economic policies of the 
Government under free economy and also provide a datum 
point on which to judge the economic situation and con- 
sider counter-measures from time to time.” 


The ultimate goal of the programme is the attainment 
of full employment while striving to realize a balance in 
international payments. As an explanatory note, it may be 
said that, unlike in Western countries, in Japan (where the 
pressure of population growth is great); it is necessary first 
of all to take up the realization of full employment as the 
long-term objective of any economic measure. The main- 
tenance of as high a level of economic growth rate as pos- 
sible becomes essential to the attainment of this goal. On 
the other hand, however, there is a great probability in 
Japan of the development of production bottlenecks or an 
imbalance between savings and investments and the conse- 
quent inflation-ward shift of the entire economy if the pace 


- of economic expansion becomes too accelerated. 


It becomes difficult to anticipate a stabilized develop- 
ment of economy if imports increase drastically and the 
balance of international payments deteriorates as a result of | 
the inflationary trend. It thus follows that is is absolutely 
necessary in Japan to seek an optimum rate of growth, a 
rate of economic growth right sufficient to realize full em- 
ployment, while all the various conditions for equilibrium 
are being fulfilled concurrently. “From such_a viewpoint, 
the Government concentrated its initial stage of inquiry into 
the programme formula on the determination of an optimum 
rate.of growth. Its special features are as follows: 
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(1) The first problem in considering future economic 
growth is the datum point of the programme. The so-called 
datum condition of the 1956 fiscal year has been hypothe- 
tically set as the datum point of the new programme. In 
other words, 1956 fiscal year datum condition means the 
normal economic condition, i.e. the above-mentioned fiscal 
year’s actual record from which boom influences are ex- 
cluded. By making this as the starting point, it was in- 
tended to prevent the deviation which will arise from basing 
the future programme on the very peak of the business 
boom. (2) Then taking the three cases in which the 
future rate of growth is assumed to be 4.5 per cent, 6.4 per 
cent and 8.9 per cent, on the basis of the experience of the 
past several years and using the 1956 fiscal year datum con- 
dition as the base, the respective general outlines of Japan- 
ese economy on 1962 fiscal year were compared and studied. 
The fact is that as a result, it was concluded that the 6.5 
per cent figure for the rate of growth was the most appro- 
priate from the two standpoints of the employment situation 
and the balance of international payments. 


Then to what scale will Japanese economy expand 
generally speaking in the target year of fiscal 1962 in case 
it grows annually in such a fashion at the rate of 6.5 per 
cent starting from the 1956 fiscal year datum condition? 
As. to its particulars, it is necessary to await the results of 
the drafting of the details. However, the outline of what 
have already been made clear is as follows: 


: (1) Gross national product will reach Y13,041,600- 
million, 1.4-fold the actual record of the 1956 fiscal year 
(annual growth rate of 5.8 per cent). (2) National in- 
come will aggregate Y10,772,400-million, 1.4-fold the actual 
record of the 1956 fiscal year. According to categories, it 
is estimated that the increase will be 2.5 per cent annually 
for primary industries, 6.3 per cent for secondary indus- 
tries, and 6.9 per cent for tertiary industries. (3) Next, 
industrial production will swing up at an yearly growth rate 
of 8.2 per cent, the 1962 fiscal year level exceeding the 
1956 level by 60 per cent. Investments in plants and faci- 
lities for the same period will also rise by around 82 per 
cent (yearly rate of 4.8 per cent). On the other hand, 
consumption will increase annually at the rate of 6.4 per 
cent, the total upswing for the entire period being 45 per 
cent. (4) The international payments receipts in 1962 
fiscal year will aggregate $5,125-million (of which export 
will total $4,437-million), expenditures will reach $4,925- 
million (of which imports will amount to $4,075-million), 
and a favourable balance of $200-million is anticipated. 
These figures have for their premise the fact that exports 
will increase at an yearly rate of 10.8 per cent and imports 
at an annual rate of 8.6 per cent. (5) Furthermore, it is 
anticipated that employment will increase by 4,890,000 (27.2 
per cent) by fiscal 1962. 


The outline of the New Long-Term Economic Pro- 
gramme has been introduced in the previous paragraphs. 
The following items have been pointed out as future pro- 
blematical points of the programme: (1) First Problem: 
The viewpoint that exports must increase at a yearly rate 
of 10.8 per cent if Japanese economy is to maintain an 
annual rate of growth of 6.5 per cent. But it is by no 
means easy to attain this rate as stipulated in the pro- 
gramme. For example, the 1956-60 period trade expansion 
rate for Western European nations, as announced by the 
Office of European Economic Cooperation, is estimated to 
be an annual average of 5 per cent. On the other hand, 
Japan must expand her exports at a tempo of more than 
double the above figure. The Government appears to view 
that considerable efforts are needed to achieve this target. 
(2) Second Problem: The viewpoint that the ultimate 
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objective of full employment cannot be achieved even if 
exports increase according to the projected schedule and 
Japanese economy is able to maintain the annual growth 
rate of 6.5 per cent. In other words, it is considered that 
an annual economic expansion close to 10 per cent must be 
maintained if 100 per cent employment is to be realized. 
As mentioned previously, however, such a high rate of growth 
had to be perforce held in check somewhat from the view- 
point of the maintenance of stabilized equilibrium. That 
is to say, the goal of achieving full employment had to be 
sacrificed to a certain degree. Thus, it is presumed that 
Japan’s employment problem will continue to remain un- 
solved in the future. 

1962 Fiscal Year 


Estimated Key Economic Indices, 


(Value Unit: Y1,000-million) 


Average 
1956 1962 Annual Rate 
Fiscal Year Fiscal Year of Growth 


Rate 
of Increase 


Gross National Product —_- 9,227.0 13,041.6 5.85% 41.3% 
(Datum Condition) —----- (8,938.1) (6.5) 
National Income -_-------- 7,655.0 10,772.4 5.9 40.7 
(Datum Condition) ------ (7,382.9) (6.5) 
Primary Industry) -_------ 1,512.4 1,755.3 2.5 16.1 
(Datum Condition) _----- (1,470.0) (3.0) 
Secondary Industry Se 5) 3,263.8 4,701.5 6.3 44.0 
(Datum Condition) —----- (3,097.7) (7.2) 
Tertiary Industry -—-_---- 2,908.8 4,353.2 6.9 49.7 
(Datum Condition) ------ (2,844.7) (7.4) 
Consumer Spending —----- 5,386.0 7,824.6 6.4 45.3 
Plant Investment = -------- 2,099.0 2,777.9 4.8 32.3 
Industrial Production 
index eae 100.0 160.6 8.2 60.6 
Energy Supply 
(7,000 Kilo-Calorie) 
(1,000 Tons of Coal 
when converted) -------- 107,452 148,214 5.2 35.1 
Domestic Freight Transport 
(1,000-million Kilo-Tons) 90.5 114.0 3.9 26.0 
Domestic Passenger 
Transport 
(1,000-million Man- 
Kilometer)  ----------- 174.6 232.0 4.9 32.9 
Balance of Int'l Payments 
($1-million) 
Receipts: =------=--=-—— * 3,225 5,125.3 8.0 58.9 
Export) = * 2,402 4,437.1 10.8 84.7 
(Customs Clearance) -- *(2,501) (4,668) 86.6 
Expenditures -------- * 2,931 4,925.3 9.0 68.0 
Import ey = a= * 2,470 4,075.2 8.6 65.0 
(Customs Clearance) *(3,230) (4,736) 46.6 
Balance) === * 293 200 
Employment = ___---------- (1,000) (1,000) (1,000) 
Secondary Industry —- *10,068 11,834 1,766 17.5 
Tertiary Industry --_- * 7,899 11,026 3,127 39.6 
otal, | 222 se-- eae *17,967 22,360 4,893 27.2 
Note: * indicate actual calendar year figures. 


144 


FAR. EASTERS 


Economic Review 


ECONOMIC LETTER FROM TOKYO 


The foreign exchange receipts in November totalled 
$301 million and payments $281 million, that is to say, an 
excess receipt of $20 million in continuation of the im- 
provement in our balance of payments shown in October, 
according to announcements made by the Finance Ministry 
and the Bank of Japan. It is notable, especially, that if 
payments made for debts in the form of deferred payments 
be deducted, the amount paid for actual imports dropped 
below $200 million level, and the visible trade resulted in 
a balance of $3 million in our favour for the first time 
in the past 17 months since June last year. Consequently, 
our foreign exchange reserves as of the end of November 
should have been restored to something like $900 million. 


According to the Economic Planning Board new orders 
veceived by makers ot machinery during October totalled 
Y32,100 million, which is 32.4% less than in September 
and 60.4% smaller compared with October last year. This 
is accounted for by a big decrease in orders coming from 
the Government and public institutions as well as electric 
power industries. On the contrary, export demands and 
orders from general manufacturers showed some increase. 
But, the Board interprets this increase as a reaction after 
a sharp falling off up to September, and hence, only a tem- 
porary phenomenon. The general trend, it sees, is for a 
decided decline as formerly. 


As an aid to judging the economic trend the Economic 
Planning Board undertook a survey of the prospective con- 
sumption demands, taking 4,134 selected families in 28 
cities throughout the country including 6 big cities. It was 
the first of the kind’ thus far made. The result of this 
survey shows: (1) that these families estimate their income 
in the next one year not to increase so much as in the past 
year; (2) that they wish to save a part at least of their 
increased income; (3) that some 20% of them contemplates 
improvement of their living by means of economizing ex- 
penses for subsidiary articles of diet and for culture and 
recreation, and increasing expenditures for clothing, educa- 
tion, repairs of dwelling and for furniture in the order 
here-mentioned; and (4) that their plan of durable consump- 
tion goods purchases changed from buying of such neces- 
sities as wrist watch, radio set, etc. as heretofore to rela- 
tively high-class goods such as electric washing machine, 
wardrobe, sewing machine, bicycle, electric fan and tele- 
vision set. 


According to a survey of the Economic Planning Board 
plant and equipment investments of 2,456 principal cor- 
porate enterprises of the country in the business year 1956 
(Apr., 1956-Mar., 1957) totalled Y1,059,600 million, of 
which 17.5% or quite a large part is accounted for by 
investment of electric industry including 9 power companies. 
It may also be seen that investment is in greater degree 
centered in so-called bottleneck industries, such as electric 
power and iron and steel, as well as chemical industries 
which rapidly advanced lately. Again, some 30% of the 
total owes to investment by big enterprises capitalized at 
more than Y5,000 million each, which shows an ardent de- 
sire on the part of big businesses to modernize their equip- 
ment. Inventory investment increased generally regardless 
of the size of business. With the exception of electric 
power, plant and equipment investment is expected to pass 


the peak by 1958 according to the completion of the works 
programs. 


The last monthly report presented to the Cabinet by 
the Economic Planning Board included a review of our 
business conditions in 1957, in addition to an analysis of 
the latest business situation. The salient points of the re- 
port were the following: (1) The decline in business pro- 
sperity occasioned by the adoption of stringency policy has 
reached the stage where a glut in the market is beginning 
to induce voluntary curtailment of production and thus add- 
ing to slackness; (2) Balance of payments has improved 
because of a sharp decrease in imports, which is due partly 
to a drop in the unit prices of imports and partly to a 
lessened consumption of raw materials on account of 
diminished production. There has not been so much drain 
on the stocks of imported raw materials; (3) There are 
signs of world business recession in future. It is all because 
of the worsening of the markets overseas that the export 
of goods produced in excess at home such as iron and steel 
fails to expand. Hence, the outlook of our export in 1958 
admits of no optimism. 


Governor Yamagiwa of the Bank of Japan expressed 
views (1) that since the present slack in business is world- 
wide and deep-rooted we cannot expect an appreciable im- 
provement all through this year, that is, 1958 would be a 
year of stagnancy; (2) that the effects of stringency mea- 
sures would be more keenly felt and permeate through the 
production stage in January-March, so that our enterprises 
would willy-nilly be forced to undergo rationalization. 
Painful as it is, they should reflect on the causes of the 
present business recession and take radical measures to 
cope with the situation. Thus saying, he emphasized the 
need of decisive adjustment of production and restraining 
of plant and equipment investments. 


The Government approved the “economic prospects of 
fiscal 1957 and 1958” as submitted, and decided on the 
economic goals for fiscal 1958 and basic attitude to be taken 
in the matter of economic administration. The latter com- 
prises (1) curbing of consumption demands at home with a 
view especially to attain the export target of $3,150 million, 
(2) avoiding increases in governmental spendings which 
might exert harmful influences on the economy, (3) stimu- 
lating greater capital accumulation through restraining of 
consumption and stabilization of currency, and making the 
supply of funds easier, and (4) increasing the efficacy of 
investments and ensuring supply of funds to priority en- 
terprises. In the background of these decisions are the 
economic prospects of the coming fiscal year, which in- 
clude among other things attainment of the export target 
of $3,150 million and balance of payments surplus aimed 
at $150 million. 


The Bank of Japan made second inquiries of 429 prin- 
cipal industrial firms of the country as to their plant and 
equipment as well as inventory investments, sales, loans 
to be contracted, etc., in January-March period, in order 
to see through the changes in these items how businessmen 
look into the near future of our economics. ‘The result 
shows: (1) that the effects of stringency policy are more 
strongly manifested as compared with the end of July, when 
the first inquiries were made; and (2) that, accordingly, 
the attitude of principal enterprises has turned to bearish- 
ness, as is evidericed by the decreases in their equipment 


and inventory investments and lowering of employment 
estimated. 
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ECONOMIC SURVEY OF THE PHILIPPINES 


The accelerated tempo of economic development, 
financed by government borrowing in the public sector and 
credit expansion in the private sector, in late 1955 re- 
versed the dé¢flationary trend that had prevailed in the 
Philippines in the preceding three or four years. Greater 
expenditure resulted at first in substantial import expansion 
and considerable dep stibn of foreign exchange reserves, and 
later, after the tightening of import control, in rising prices. 
During 1955 and the first half of 1956, the balance of 
payments position would have been better had the terms 
of trade not deteriorated by an additional 10 per cent, 
partly offsetting further increases in production. The un- 
favourable internal-external price relationship underlying 
the disequilibrium in the balance of payments has been a 
major factor ltmiting the rate of progress of economic de- 
velopment. Unemployment remained high—at an estimated 
13 per cent of the labour force. 


PRODUCTION AND DEVELOPMENT 


In 1956, production, especially in construction and 
manufacturing, continued to rise substantially. With the 
over-all economic development programme awaiting Presi- 
dential and Congressional approval, work proceeded on various 
government development projects previously scheduled. 


Agriculture 


Continuing the post-war upward trend, the agricultural 
index rose in 1955/56 by 2 per cent above 1954/55 and 
the cereal production index was 8 per cent higher. The 
total harvested area under food crops increased from 4.9 
million hecatres in 1954/55 to 5.0 million hectares in 
1955/56. Production of rice, the leading food crop, reach- 
ed 3,24 million tons in 1955/56 as compared with 3.20 
million tons in the previous crop year. Root crops 
ranked second, with an output of 1.26 million tons against 
1.20 million tons in 1954/55, and maize third with 881,000 
tons as against 770,000 tons. 


In addition to some expansion in the harvested area, 
several other. factors—greater use of fertilizers, new and 
improved irrigation works, improved cultivation practices 
and better control of plant pests and diseases—contributed 
to the increase in food crop production. The Government 
has announced that, upon the completion in June 1959 of a 
large irrigation programme involving the construction of 44 
irrigation systems in 26 provinces and expected to cost 124 
million pesos, 250,000 hectares of agricultural land would 
be opened up for cultivation and that this would make the 
country self-sufficient in rice. 


Through the expansion of fish ponds, increased motori- 
zation of vessels, development of deep-sea fisheries and— 
more recentiy—stricter enforcement of prohibitions on the 
use of dynamite in fishing, fish output rose from 195,000 
tons in 1947/48 to 852,000 tons in 1954/55 and 387,000 
tons in 1955/56. 


The livestock population also rose, from 3.6 million 
in 1946 to 10.0 million in 1955, and the poultry population 
from 7.5 million to 46.4 million during the same period. 
For water buffalo, hogs and chickens, the pre-war level has 
been exceeded. The Government was expected to continue 
its policy of importing about 7,000 live cattle and buffaloes 
every year, through 1959—Australia, India and Thailand 
being the main sources of supply to date. It was planned 


to ban imports of meat completely, beginning in 1960, in 
order to encourage domestic meat processing. 


On a per capita basis, food production, although now 
4 to 5 per cent higher than during the pre-war period, has 
remained unchanged during the past four or five years. 


Among major export crops, production of raw sugar 
(by the centrifugal process) decreased, owing to restrictions 
on planting, from 1.24 million tons in 1954/55 to 1.10 
million tons in 1955/56. The current output was, how- 
ever, expected to be sufficient to fulfill the United States 
and International Sugar Agreement quotas. Copra output 
increased to a new post-war record of 968,000 tons in 
1955/56, compared with 942,000 tons in the previous crop 
year. Production of abaca partially recovered on account 
of progress in the control of mosaic disease. The National 
Abaca Corporation was established for the purpose of de- 
veloping both production and marketing of this fibre; the 
National Economic Council recommended the release of 
P18 million from government bond issues to finance the 
purchase of decorticating machinery by provincial market- 
ing organizations, co-operatives and manufacturers of 
finished abaca products. Tobacco leaf output reached 
42,000 tons in 1955/56, more than 40 per cent higher than 
in the previous crop year; government encouragement 
through gradual cuts in imports, a price support scheme, 
extension of ample credit by the Agricultural Credit and 
Co-operative Financing Administration and _ provision of 
warehouse facilities helped substantially in achieving this 
result. Production of logs reached 1,824 million board feet 
in 1955/56 as against 1,540 million board feet in 1954/55. 


Mining and Industry 


Coal production, estimated at 146,300 tons in 1956, was 
expected to rise further on completion of a proposed iron 
and steel plant. During the first half of 1956, copper 
and chromite ore registered marked increases in output, 
owing to increased demand from abroad, notably from 
Japan, and lead a slight increase. A slight decrease oc- 
curred in the output of iron ore. The gold subsidy which 
was due to expire in June 1956 was extended for two 
years, thus preventing many high-cost mines from closing. 


A rich seam of conver, with an average content of 10 
per cent, has been discovered in Mindanao. It was planned 
to establish a combined smelter and refining plant to pro- 
duce metallic copper from concentrates near Toledo, Cebu. 
This plant was designed to handle 20,000 tons of concen- 
trates a month and to work initially at half capacity until 
additional supplies of concentrates become available, United 
States Government experts have been studying a design for 
a commercial nickel mill which would be capable of exploit- 
ing for the first time the large deposits of low-grade ore 
in Surigao. 

During the first nine months of 1956, building con- 
struction—measured by building permit valuation in Manila 
—showed a 21.5 per cent rise over the corresponding total 
a year before. Industrial construction was’ five times as 
great. Construction of public works, including irrigation and 
drainage projects, schools and administrative buildings, hos- 
pitals, markets, ports and roads, has been accelerated. A 
total of 1,960 km of feeder and rural roads was constructed 
in 1956. 


To meet growing industrial and household demand, 
power generation of the Manila Electric Company system 
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increased to 668 million kWh in the first nine months of 
1956, 16 per cent higher than for- the corresponding period 
a year before. 


Manufacturing production also continued to increase, 
the index for the first half of 1956 being 17 per cent higher 
than for the first half of 1955. The gain was shared by 
almost all lines of manufacturing except foot-wear and wear- 
ing apparel. Sharp increases were registered in textiles and 
metal products. Steadily rising demand accounted for 
chiefly by import restriction, a smooth flow of raw materials 
and machinery into industry, improvement in local produc- 
tion methods, increased availability of skilled labour and 
better marketing facilities combined to accelerate industrial 
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production. Utilization of local raw materials appeared to 
have increased, while imports of raw materials decreased. 


Several new ventures have been started with a view 
to furthering self-sufficiency in particular products. The 
Goodrich Rubber Company started production in mid-1956 
in its new tire and tube factory, which was expected to 
supply 50 to 60 per cent of the country’s tire requirements. 
This, together with two other factories to be built, was 
expected to meet local requirements and to save some $9 
million annually in foreign exchange. New plants were set 
up to manufacture paints and varnish, and aluminium 
finished products, on a scale expected to be sufficient to 
satisfy local requirements. 


Development 


In formulating the 1956/57 fiscal plan and the budget, 
primary emphasis has been given to economic development 
programmes and services which directly advance agricultural 
and industrial productivity. Priority has been accorded to: 
(1) undertakings which significantly facilitate the operation 
of dollar-earning or dollar-saving industries, (2) rural de- 
velopment programmes which stimulate self-help in achiev- 
ing higher living levels and greater farm production, (3) 
programmes directed towards gaining self-sufficiency in the 
production of basic foodstuffs, (4) activities which expedite 
the process of land distribution to the landless, and (5) 
facilities and services which further the productive process 
in general, for example, power, irrigation and flood control, 
feeder roads and water transport. 


“Transportation and communications” and “agriculture 
and natural resoures’” were the two major fields of develop- 
ment in the fiscal plan, each accounting for fully one-third 
of the total economic development expenditure budgeted 
for 1956/57. In the field of agriculture, the important 
projects were irrigation, other means for raising the yield 
of basic food crops, and rural development. In transporta- 
tion, P93 million was provided for the building of 4,540 
km of feeder roads; extension of the Manila railway line to 
Cagayan valley was expected to make this fertile region 
more attractive to settlers and investors and to speed up 
its economic growth; the merchant marine and ports and 
harbours were also to be developed. 


In industry, a large share was allocated te power, for 
completion of the Maria Cristina unit No. 2 hydroelectric 
project (finished at the end of 1956) and that at Ambuklao 
and for initiating several new projects, including Maria 
Cristina unit No. 3, Binga, Marikina and Ilog. These power 
facilities were expected to extend the benefits of electri- 
fication to a larger number of rural areas and increase 
production of cheap fertilizer. Funds were also provided 
for the National Shipyard and Steel Corporation to establish 
a pig-iron smelting plant and improve its existing steel mills. 


The expenditures budgeted for social development, 
although showing a slacked rate of increase, accounted for 
more than one-half as much as economic development ex- 
penditure and more than one-fourth of total government 
expenditure in the 1956/57 fiscal plan. 


TRADE AND PAYMENTS 


Exports and imports 


With the general increase in the production of export 
commodities, the volume of exports gained substantially 
after 1953; the quantum index of exports, at 121 in 1955, 
rose to 133 in the first nine months of 1956 (1953=100), 
or 8 per cent above the corresponding period in 1955. Owing 
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to the lower level of export prices, total export earnings 
remained stable during 1954 and 1955; however, they rose 
appreciably, to P667 million, in the first nine months of 
1956, or 9 per cent above the corresponding period of 
1955. The increase in the total value of exports resulted 
almost entirely from a rise in export volume. The unit 
value of exports—still 17 per cent below the level reached 
in 1953—remained comparatively constant. 


Among major export commodities, the increase in the 
quantity of exports during the first half of 1956 was con- 
siderable for copra (27 per cent above that of the first 
half of 1955), appreciable for abaca (13 per cent) and 
slight for logs and lumber (each 3 per cent). The quantity 
of sugar exported was 17 per cent less. The average prices 
of copra and sugar fell, while those of abaca, and logs and 
and lumber, rose. 


Prices of copra and coconut oil continued their down- 
ward trend and by September 1956 were about 30 per cent 
below their 1953 level. Competition from cotton-seed, soya 
beans, other vegetable oils and tallow in United States and 
European markets remained severe. However, it was ex- 
pected that the export position for copra and coconut oil 
would not be greatly impaired by revision of the trade 
agreement with the United States, at least in the near 
future. The preferential processing tax of $0.03 per pound 
levied by the United States on Philippine copra (as against 
$0.05 per pound on copra from other countries) was main- 
tained. In the case of coconut oil, absolute quotas were 
replaced by duty-free quotas which were to be reduced 
every three years until their disappearance in 1974. 


Sugar exports amounted to 584,540 tons in the first 
half of 1956, of which 489,350 tons was exported to the 
United States, against the annual quota of 863,640 tons 
granted to the Philippines. Since 1 January 1956, as in 
the case of other Philippine products, sugar entering the 
United States has been subject to a tariff duty of 5 per 
cent of the ordinary import duty on sugar from other 
sources. The percentage is to rise every three years until 
Philippine sugar becomes subject to the full duty in 1974. 
However, it will have a margin of preference over Cuban 
sugar until until 1971, when the duty levied is to be 80 per 
cent of the full duty. A small gain in sugar exports be- 
came possible as the International Sugar Agreement per- 
mitted member countries to provide 100 per cent of their 
basic quotas in 1956, instead of the 90 per cent previously 
agreed upon. Several members were unable to produce the 
extra 10 per cent and in the subsequent reallocation the 
_Philippines gained 3,890 tons in addition to its basic quota 
of 26,000 tons. Moreover, the Philippines is to be allowed 
to barter a further 20,000 tons under a special clause of 
the agreement which allows members encountering difficul- 
ties in obtaining needed commodities to exchange. surplus 
sugar for other goods. 


Abaca prices have improved substantially since late 
1955, on account of increased world demand for rope for 
shipping and shipbuilding. In the first half of 1956 the 
export quantity of abaca was 13 per cent higher than in 
the first half of 1955 while the export value increased by 
30 per cent. 


The export of logs and lumber has grown steadily since 
the end of the war; though it accounted for little more than 
one per cent of the total export value and was far below 
abaca export in 1949, it exceeded the abaca export figure 
in 1954 and 1955 and rose to more than 10 per cent of 
the total export value in the latter year. In spite of a 
steep rise in freight rates, strong demand was maintained 
during the first half of 1956. 


Heightened building and- 
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construction activity in Japan and the United States and a 
decision of the United States Government to permit the 
use of Philippine mahogany in house’ building and furniture 
making played a major part in sustaining Philippine exports 
of logs and lumber. 


In order to promote exports, the Government in Septem- 
ber 1955 freed exporters of certain products, under certain 
conditions, from the obligation to -surrender their foreign 
exchange earnings to the Central Bank at the official rate, 
permitting them to.use immediately all the proceeds for 
approved imports instead. The licensed value of such ex- 
ports, totalling P24 million during October 1955-June 1956, 
was, however, only 4 per cent of the total value of exports. 
Timber was the most popular item, followed by sugar and 
minerals. Japan took the largest share, followed by Hong- 
kong and the United States. This kind of barter trade 
was, however, restricted in July 1956. 


In 1955, the total value of imports was about 20 per 
cent higher than in 1953, and the quantum 25 per cent 
higher. The rise was due partly to the quickened tempo 
of economic development, partly to relaxation of import 
controls in the first half of 1955 to prevent price increases 
in essential consumer items like sardines, canned beef, flour 
and milk, and in some measure to anticipation of the partial 
imposition in 1956 of import duties on United States goods 
and of the rise in a number of ordinary tariff rates. 


In the first nine months of 1956, as foreign exchange 
allocations were reduced because of the substantial deple- 
tion of international reserves, the total value of imports 
(P746 million) dropped 6 per cent below that in the cor- 
responding period of 1955 and the import quantum fell 12 
per cent. The percentage reduction in the first eight 
months of 1956, compared with the corresponding period 
of 1955, was especially large in the value of consumption 
goods (about 22 per cent) and raw materials (about 9 
per cent); the value of capital goods actually increased, 
accounting for 23 per cent of total imports during the later 
period, compared with 17 per cent in the earlier one. 


The direction of trade showed notable changes after 
the imposition of partial import tariffs by the Philippines 
on United States goods and vice versa. The share of 
United States goods in total. Philippine imports declined 
from 65 per cent in the first nine months of 1955 to 59 
per cent in the same period of 1956, and that of Philippine 
exports to the United States, from 62 per cent of total 
Philippine exports to 55 per cent. This marked the first 
time since the war that trade with the United States had 
fallen below 60 per cent of the total Philippine trade. On 
the other hand, the share of both Japan and western Europe 
increased; the ratio of imports from Japan to total imports 
rose from 8 per cent in the first nine months of 1955 to 
10 per cent in the first nine months of 1956, and the share 
of western Europe rose from 9 per cent to 13 per cent; 
the ratio in total exports of Philippine exports to Japan 
increased from 15 per cent to 17 per cent, and the western 
European share rose from 16 per cent to 21 per cent. With 
the increase in freight charges following the closing of the 
Suez Canal (for example, by over 10 per cent in the case 
of abaca), exports to Europe appeared to be adversely 
affected in the last quarter of 1956. 


Balance of Payments 


Owing chiefly to a considerable expansion in imports 
and a further deterioration in the terms of trade, the goods 
and services account showed a large deficit—-P321 million 
—in 1955, following one of P163 million in 1954. The 
10 per cent increase in export quantity was nullified by a 
10 per cent deterioration in the terms of trade. Net pay- 
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ments on transportation and insurance, and on investment 
income, increased by P18 million and P21 million, respec- 
tively. The usually large United States government ex- 
penditure in the Philippines increased slightly—from P244 
million to P252 million. The net inflow of private capital 
rose by P31 million in 1955, largely as a result of increased 
reinvestment (as contrasted with remittance) of profits of 
foreign private investments. The net outflow of long-term 
official and banking capital of P34 million in 1954 turned 
into a net inflow of P82 million in 1955; the latter sum 
consisted wholly of drawings on loans from United States 
banks, including the loan of the Export-Import Bank of 
Washington to the National Power Corporation. On 
balance, the resources of the International Monetary Fund 
were drawn upon to the extent of P20 million, while 
the gold and foreign assets of the Central Bank dropped 
from $207 million at the end of 1954 to $155 million at 
the end of 1955. 


Because of a marked reduction in imports, the balance 
of payments showed a slight improvement in the first half 
of 1956. The goods and services account had a small sur- 
plus of P9 million, compared with a deficit of P72 million 
in the first half of 1955. Official donations (largely grants 
from the United States International Cooperation Adminis- 
tration in the form of commodities and technical aid) 
amounted'to P31 million in the first half of 1956, compared 
with P48 million in the whole of 1955 and P46 million in 
the whole of 1955 and P46 million in the whole of 1954. 
In March 1956, the Philippines obtained economic develop- 
ment loans of $65 million from the Export-Import Bank and 
$20 million in credits from private banking sources in the 
United States. The gold and foreign exchange reserves of 
the Central Bank were slightly higher—$166 million at the 
end of June and again at the end of October 1956, although 
still $26 million below their level of a year before. On the 
other hand, reserves with the International Monetary Fund 
were drawn down by $5 million. 


The reparations agreement between the Philippines and 
Japan, signed and ratified about mid-1956, provided for the 
payment by Japan, over twenty years, of $500 million in 
capital goods and $50 million in services. The payment 
was to be made at an annual rate of $25 million for the 
first ten years and $30 million for the succeeding ten years. 
Payments in the latter period might be accelerated by agree- 
ment between the two countries. In a separate exchange 
of notes, Japan further agreed to provide, also over a period 
of twenty years, $250 million in long-term loans to be 
extended on a commercial basis by. private Japanese firms 
and individuals to private Philippine interests. The repara- 
tions payments for the first year started in late July 1956; 
after reduction by $6 million for the services rendered by 
Japan in salvaging sunken Philippine ships, $19 million re- 
mained for imports of capital goods and payments for other 
services during the remainder of the fiscal year. Japanese 
reparations were expected to help the country materially-in 
advancing its economic development without impairing its 
balance of payments position. 


FINANCE AND PRICES 


Public Finance 


In 1956 the Budget Commission, in consultation with 
the Monetary Board, the National Economic Council and 
the Cabinet, inaugurated a comprehensive fiscal plan for 
1956/57. This fiscal plan covered not only the general bud- 
get, but also appropriations for public works, subscriptions 
to the capital stock of corporations, and other investments, 
loans, and obligations of the Government, to be financed 
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from taxation or public borrowing. Taking account of the 
present and prospective economic situation, the Plan attempt- 
ed to speed up development, through public borrowing and 
provision of liberal credit to private enterprise, and to main- 
tain monetary stability. 

Total national government expenditures for 1956/57, 
budgeted at P1,348 million, were about one-fifth higher than 
the revised estimate for 1955/56. Added to the _ total 
estimated cost of P210 million for provincial and local 
governments, the combined figure represented approximately 
17 per cent of the anticipated gross national product in 
1956/57. Expenditure for economic development, both 
capital and current, was estimated at P640 million, or 48 
per cent of the total national government expenditure; the 
capital expenditure component, at P526 million, would 
enable the government to make an estimated contribution 
of P8347 million to net capital formation. Expenditure for 
social development accounted for 25 per cent of the total, 
followed by defence (10 per cent), general government (8 
per cent) and debt service (8 per cent). Planned deve- 
lopment expenditure rose 34 per cent over the previous 
fiscal year, while social development expenditure, financed 
by tax revenues, increased by only 8 per cent. It was 
considered that only by concentrating on raising production 
could national income be increased sufficiently to permit a 
higher standard of education, health and social welfare. 


To avoid financing current operations and normal 
capital expenditures by borrowing, the fiscal plan for 
1956/57 proposed to bring general government expenditures 
and anticipated revenues into balance by an increase in 
revenue. Estimated revenue in 1956/57 for the national 
Government under the current tax structure was estimated 
at P731 million, or P25 million over the previous fiscal 
year. Customs duties and other taxes on imports were 
expected to continue to contribute a large share (46 per 
cent). While the substitution of a special import levy for 
the former foreign exchange tax was expected to have 
very little net effect on revenue, the imposition of import 
duties on United States goods (at 25 per cent of ordinary 
import duties on goods from other sources) and the increase 
in tariff rates effective 1 January 1956 were counted on 
to yield additional returns. The tax revision proposals in 
the budget, including revision of the tax amnesty law and 
higher rates for the sales tax, estate, inheritance and gift 
tax, residence tax and others, were to yield P80 million. 
While the prospect of implementing all these proposals was 
not entirely promising, there also remained the possibility 
of improving the tax collection machinery. 


A sum of P375 million, to be used for capital projects 
(up from P257 million in 1955/56), was to be financed by 
public borrowing. This was considered necessary for 
achieving the maximum feasible rate of development within 
the limits of monetary stability. To be financed by loan 
funds, development projects are required to yield quick re- 
turns and create income, that is, they must have a high 
benefit-cost ratio. 


The budget deficit to be financed by borrowing from 
the banking, system was not to be wholly inflationary in 
its first impact, since, among other considerations, part of 
the government expenditure was to be spent abroad, leaving 
the estimated net addition to money supply as a result of 
budgetary operations at P231 million for 1956/57, compared 
with P185 million in 1955/56. It was expected that the 
economy could absorb this additional amount (roughly 16 
per cent of the money supply at the end of June 1956) 
into the income stream with a comparatively small rise in 
prices; an increase of 4 or 5 per cent per annum in the price 
level of locally produced items was considered more likely, 
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on certain favourable assumptions, to act as a stimulant to 
economic progress than to cause economic dislocation. 


Bank Credit 


To speed up economic development, the Central Bank 
purchased government securities. The volume of govern- 
ment securities and making advances to commercial banks. 
In response to the Central Bank’s policy, commercial banks 
have expanded their credit to the private sector and have 
purchased government securities. The volume of govern- 
ment securities held by the Central Bank rose sharply, from 
P261 million at the end of 1954 to P396 million at the 
end of 1955, declining slightly during the first nine months 
of 1956, while the amount held by other banks increased 
from P77 million at the end of 1954 to P198 million at the 
end of 1955 and P374 million at the end of September 1956. 
At that point, the total amount of outstanding government 
internal securities was P739 million, or 25 per cent higher 
than at the end of 1955. The net purchase of about P400 
million of government securities by the banking system be- 
tween January 1955 and September 1956 made it possible 
to implement a number of government development projects. 


The rediscount rate, reduced to 1.5 per cent in early 
1954, and among the lowest in the world, was kept down 
in order to facilitate bank borrowings and thereby bolster 
domestic financing. The outstanding amount of Central 
Bank advances to other banks rose from P25 million at the 
end of June 1955 to P248 million at the end of September 
1956. During the same period, credit and investment by 
commercial and savings banks for the private sector rose 
by P219 million, to P1,187 million. About 48 per cent of 
loans, advances and discounts granted or renewed by these 
banks during the first half of 1956 was for commerce, about 
22 per cent for agriculture and 13 per cent for industry. 


To implement the Government’s development policy, 
several special finaricial institutions, including the Rehabi- 
litation Finance Corporation (RFC), the Agricultural Cre- 
dit and Co-operative Financing Administration (ACCFA) 
and rural banks, granted loans for financing agriculture and 
industry, to the extent of P94 million during the first nine 
months of 1956. The total loans of these institutions out- 
standing at the end of September 1956 reached P619 mil- 
lion, of which 28 per cent was for agriculture and 23 per 
cent for industry; consumption and commercial loans ac- 
counted for only one per cent. The ACCFA, with its 
Farmers’ Co-operative Marketing Associations (FACOMAS), 
and the rural banks, assumed an increasingly important role 
in agricultural financing. The number of rural banks rose 
from 40 at the end of 1955 to 72 on 21 November 1956, 
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and the number of FACOMAS from 319 at the end of 
1955 to 365 at the end of June 1956. The REC is the 
leading institution in financing sugar-mills, sawmills, rice 
mills, cement and aluminium factories, textile mills, utilities 
and other industries. 


Money and Prices 


After remaining fairly stable for about two and half 
years, despite a continued increase in production, the money 
supply began to rise after mid-1955. It rose 9 per cent 
in 1955 and another 9 per cent during the first nine months 
of 1956; the total was P1,488 million at the end of Septem- 
ber 1956—17 per cent higher than a year earlier. The 
increase in 1955 was chiefly due to larger government spend- 
ing for development and concurrent credit expansion in the 
private sector; while the depletion of international reserves 
acted as partial offset by reducing appreciably the money 
supply. During the first nine months of 1956 the improve- 
ment in the balance of payments position contributed largely 
to the monetary expansion. Money supply also rose on ac- 
count of credit expansion to the private sector, and in- 
creased net borrowing and spending in the public sector, 
which more than offset the improvement in the cash balance 
and in savings and time deposits of the Government. 


In response to the higher rate of government spending 
on economic development, bank credit expansion to the 
private sector, tightening of import controls and the in- 
crease of duties on imports, the slightly falling trend in 
prices during the preceding three to four years was reversed 
in late 1955. The indexes of the cost of living and of 
wholesale prices of imported goods reached 104.4 and 103.8, 
respectively, in October 1956 (1953=100), or 7 per cent 
and 12 per cent higher than a year earlier. Wholesale prices 
of domestic and export products, however, remained more 
or less stable and in October 1956 were 7 and 20 per cent, 
respectively, below 1953 levels. 


Greater government spending and credit expansion, 
together with rising prices, appeared to have contributed 
to an increase in employment and wages, at least in the 
non-agricultural sector. The general index of employment 
in non-agricultural establishments in the first nine months 
of 1956 was about 5 per cent higher than in the correspond- 
ing period of 1955; more than average gains were registered 
in construction, government services and in mining and 
quarrying. Meanwhile, wage rates for unskilled labourers in 
industrial establishments located in Manila and its suburbs 
continued to rise—by 1.6 per cent in industry and 1.2 per 
cent in real terms, in the first nine months of 1956, com- 
pared with the corresponding period of 1955. Wage rates 
of skilled labourers, however, remained stable. 


ECONOMIC LETTER FROM MANILA 


The economic austerity program put into effect by the 
Philippine Government was not brought about only by a 
high level of luxury imports. A considerable quantity of 
luxury items have come in, some of them through barter 
transactions, very much by smuggling from Hongkong. The 
crisis is largely the result of high expenditures for capital 
goods and raw materials needed by the industries of the 
Philippines. These huge industrial needs have been financed 
by the Philippines almost entirely out of its own resources, 
and have not been sustained by large scale borrowing or 
foreign aid. However, the country has not been able to 


build up a high enough volume of exports to balance these 
imports. The nation’s determination to sustain an ac- 
celerated rate of economic growth has intensified the de- 
mand for imports. New industries have called for more 
capital goods and raw materials, but imports of consumer 
items have continued and will continue until the new in- 
dustries get into full production to replace items now being 
imported. 

Inflationary effects of the new austerity program will 
be minimized by cuts in government spending and by the 
imposition of heavier taxes. The new moves call for slashes 
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in the budget, even in appropriations for the armed forces 
and for education. Modernization of the Philippine Air- 
force and Navy has to be delayed. 

Central Bank Governor Miguel Cuaderno is confident 
that the Philippines can weather the economic crisis and 
that the fiscal and monetary measures that have been 
adopted will, if implemented properly, bring the dollar 
reserves back to a safe level in six months’ time. 

The effect of the import restrictions on domestic 
prices has become a question of major concern. It is felt 
that some scarcities will develop, since the overall cut in 
imports is likely to be substantial. Imports covered by the 
100 per cent or 200 per cent cash deposit requirement com- 
prise the bulk of total purchases from abroad, and it will 
therefore be very difficult to import such goods without 
causing a serious contraction in the supply of credit. How- 
ever, Gov. Cuaderno of the Central Bank does not think 
there will be a rise in prices. He does not believe there 
will be many shortages, because many commodities that 
have been coming in are decontrolled: items, and importers 
will manage to find the higher credit margins to cover 
them. He estimates the supply of textiles as adequate for 
two or three years, and he points out that there are many 
Philippine textile mills operating to make up for lower im- 
ports. 

Proposals for a P18,000,000 hotel in Manila were laid 
before the Central Bank by the Rizal Realty Corporation. 
Two thirds of the money will be put up by Ayala and Co., 


which has a 66% interest in Rizal Realty Corp., and 
$1,300,000 in U.S. currency will be invested by Pan 
American World Airways. $3,000,000 additional will be 


needed for the hotel but arrangements for this amount 
have already been made in the U.S. and no initial advance 
of dollars from the Central Bank will be required. 
hotel will bring in $6,500,000 a year in tourist dollars. The 
hotel will be managed by Pan American’s: subsidiary, Inter- 
continental Hotels, and will be called the Rizal Intercon- 
tinental. 

The Customs Bureau has tightened restrictions on the 
entry of non-essential personal effects shipped in as advance 
baggage by returning Philippine residents. The bureau 
called attention to the “alarming number of personal effects 
and household appliances being imported” under the guise 
of advance baggage. Within certain limits, such advance 
baggage is exempt from customs duties. However, the 
collector of customs ordered that all advance baggage worth 
more than P100 is to be held unless claimant or his agent 
posts a sizeable bond to guarantee that it is legitimately 
tax-exempt. The illicit import of luxury goods from Hong- 


kong has been attacked and the public is ever more 
annoyed. | ; 
Improved steamship service for the Philippines and 


other ports in the Far East will be provided by the Philip- 
pine National Lines and the Ivaran Lines, who will provide 
a coordinated service to operate at least one sailing every 
three weeks. Up to now, Philippine National vessels have 
been leaving New York on the basis of one ship every 
five or six weeks and Ivaran had one sailing a month. The 
two lines will alternate in the sailings, but each will main- 
tain its autonomy. The new venture will be known as 
the Philippine National-Ivaran Lines Service. The Stockard 
Steamship Corporation, which has been representing both 
companies as general agent, will continue in the same 
capacity for the new joint service. The Philippine line has 
assigned its Dona Alicia, Dona Aurora and Dona Nati to 
the run, while Ivaran will contribute the Bergholt, Igadi 
and Lisholt, in addition to the Ivaran. The principal 
difference between the routes of the two lines has been in 
the sequence of ports of call. ‘ 


The 


_ deterioration. 
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Philippine Foreign Exchange Receipts & Disbursements 
Jan.-Sept. 1957 Jan.-Sept. 1956. 


Merchandise exports (c.i.f.) $347,090,000 $335,290,000 


Gold 4,870,000 3,990,000: 
U.S. -Gov’t expenditures 84,230,000 89,680,000 
Miscellaneous invisibles 79,410,000 53,320,000 

Total 515,600,000 482,280,000 
Merchandise imports 494,440,000 393,060,000 
Philippine Gov’t Expenditures 8,560,000 8,700,000 
Miscellaneous invisibles 53,250,000 49,500,000 

Total 556,250,000 451,260,000 
Net receipts (disbursements) (40,650,000) 31,020,000 


Foreign Trade of the Philippines 
(f.0.b. value in millions of pesos) 


Imports Exports Balance of Trade 

1957 : 1956 1957 : 1956 1957 : 1956 

Total 982.2 746.1 638.3 667.2 248.9 78.9 
January 109.6 68.0 89.2 NAL? 20.4 3.2 
February 73.5 70.0 17.2 64.1 3.7 5.9 
March 99.1 82.8 67.6 81.1 31.5 aa 
April 104.5 81.6 83.1 84.6 21.4 3.0 
May 116.9 91.3 76.8 82.6 40.1 8.7 
June 112.2 91.3 89.8 66.9 22.4 24.4 
July 113.3 92.4 78.2 74.0 35.1 18-4 
August 94.1 93.2 68.8 68.1 Vasey VA A 
September 109.0 SED) 52.6 74.6 56.4 9 


Imports by Category (f.o.b. value in thousands of pesos) 
Jan.-Sept. 1957 Jan.-Sept. 1956 


Essential producer 490,704 387,260 
Semi-essential producer 129,057 100,830 
Non-essential producer 39,291 34,516 
Essential consumer 26,483 24,653 
Semi-essential consumer 6,659 4,115 
Non-essential consumer 34,247 22,954 
Unclassified items 114,957 63,946 
Decontrolled items 90,810 107,732 

Total 932,208 746,006 

To %o 

Capital Goods 183,779 19.7 160,700 22.7 
Raw Materials 547,878 58.8 406,589 54.5 
Consumption Goods 200,551 21.5 169,717 22.8 


The official figures, as above, do not tell the whole 
story. There is rampant smuggling. From Hongkong, so- 
called professional tourists have been bringing in goods all 
the time. Imports were much higher than revealed in the 
official figures. Also, there has been much capital transfer 
from Manila to overseas; Chinese residents in the Philip- 
pines have been sending funds, via the black market, out 
of the country. Philippine nationals have often trans- 
ferred, for safekeeping or as a hedge against inflation, some 
funds to the U.S. Prominent politicians have transferred 
capital abroad. The illegal export of peso currency, to 
purchase goods abroad which otherwise could not be im- 
ported or would have to pay high duty, has contributed to 
the deterioration of the peso exchange ‘rate. Furthermore, 
travel-mad Filipinos have, to pay for their junkets abroad, 
illicitly carried with them large amounts of pesos or other- 
wise arranged for illegal transfer of pesos, at the black mar- 
ket rate, to foreign countries. Only strict measures and proper 
enforcement of them can save the situation from further 
There is sufficient social dynamite arouhd 
to cause a nation-wide explosion. 
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HONGKONG 


The New Governor 


Sir Robert Black has assumed on 23 January the ad- 
ministration of the Government of Hongkong. The new 
Governor assured the people of his purpose to do all he 
could to secure the best interests of Hongkong. Sir Robert 
also paid high tribute to Sir Alexander Grantham and 
pledged that as Governor he would strive to maintain the 
high standard of administration which Sir Alexander had 
assured for Hongkong for ten and a half years. His Ex- 
cellency said, “There are heavy tasks and commitments 
ahead. These are of a nature which might daunt people 
less resolute and ingenious than the people of Hongkong, 
but my faith in the qualities of the character of the people 
of Hongkong gives me greatest encouragement, and with 
the great asset which lies in the skill and energy of the 
people we can maintain the progress which has already been 
made and ensure the continuing prosperity of Hongkong.” 


Sir Robert emphasized that he and Lady Black have 
come back among friends. This is certainly true and the 
Colony welcomes him and his family with genuine warmth 
and joy. Sir Robert was Colonial Secretary here from 
January 1952 until April 1955 when he was appointed 
Governor of Singapore. 


Building Boom: Eastern Hongkong 


All over the twin cities the building boom continues 
ever more impressingly. The skyline undergoes repeated 
changes. Old residents after some absence from the 
Colony find so many new structures and streets that it 
takes some time to reorientate themselves. The trend to 
build higher—apartment blocks, not to mention office 
buildings, of 17 storeys having become common nowadays 
—has been accentuated by recent additions in Kowloon 
and particularly in Eastern Hongkong. 


The question has arisen whether there is not over- 
building; an excess of speculation in land values; an over- 
dose of capital inflow which for want of better outlets 
rushes into housing construction. Many syndicates and 
financing corporations have been formed to build on 
a large scale and continuously; as projects are nearing 
completion and a certain amount of accommodation has 
been sold or rented out, new sites are being acquired, and 
construction of the fast and economical type: as seen all 
around us commences over night, There are also a few 
more solidly and even expensively built apartment blocks but 
generally only private residences (villas outside the urban 
districts) will be found to have been constructed with more 
care and experise. It would seem that many construction 
speculators and financiers are in a competition with Govern- 
ment in the erection of low-cost housing; actually the 
propelling motive is to build fast and at a very low cost 
so as to be able to sell the flats, even before completion 
of the buildings, with a profit of 15 to 20%, or to enter 
into rent arrangements of a variety of clauses and possi- 
bilities which are ever more played upon. 


It is surprising to see how very many ‘home builders’ 
have been found among the residents of Hongkong. While 
in other Far Eastern cities extensive garden and suburban 
home settlements have been built, the land scarcity and 
overpopulation here compelled vertical home building. Such 
garden and bungalow settlements as before the war in 
Kowloon Tong, in recent years in Yau Yat Chuen, Kowloon 


‘that process continues at present with gusto—and 
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Tsai, Jardine’s Lookout ete., cannot be spread, desirable 
as it would be, as there is no space, and therefore people 
have to put up with housing in ten to seventeen storey 
buildings, often so congested that living there becomes 
exasperating. 


In the Causeway Bay district around Victoria Park 
(which looks dry and uninviting but is the only recreational 
area in eastern Victoria save for the barren hills to the 
north) apartment houses have grown with astonishing speed 
and ever more concrete structures are rising. The former 
East Point Godowns of Jardiné’s, now only occupying a 
fraction of the former vast estate which was sold for 
enabling the construction of houses and streets, have under- 
gone fabulous changes which in recent months, with the 
building of more tall apartment blocks, appear quite incre- 
dible to the old timer. In the East Point area many streets 
are named after the firm of Jardine’s or important men 
connected with that old trading house. The erstwhile 
rather desolate appearance of that area, with godowns and 
empty spaces, has now become another highly concentrated 
and overcongested urban settlement, where public trans- 
port—unless radical. improvements can be made—will soon 
reach a permanent bottleneck. One real estate financing 
company has at present five 12 to 14 storey buildings 
under construction in Paterson Street (named Towning, 
Causeway Bay, Vienna, Fairview and Hyde Park mansions), 
another company commenced with the site formation—and 
the sale of flats at the same time—of a huge structure at 
the same street and extending to Great George Street. The 
Yacht Club, ‘little West Lake’ floating amusement park and 
the principal Marina of the Colony are all found in front 
of these imposing structures (of which at present just 
two and half are completed). 


Next to the East Point area, the Lee Hysan estate 
and Lee gardens form the second important area of the 
Causeway Bay district which has developed in only a few 
years into one of the principal amusement, restaurant, 
shopping and tourist centres of the Colony. A few years 
ago there were just a few rocks there and plenty of empty 
spaces. A few decrepit structures were demolished—and 
today 
there are seen, in that particular area, several dozens of 
new apartment houses and quite a few skyscrapers, among 
them the Tower Court and the recently completed 18-storey 
Empire Court. Opposite that imposing but certainly not 
luxuriously built structure will rise another colossus, to be 
named “Phoenix”, and a few steps away the site is being 
cleared for yet another skyscraper (in Hongkong a building 
over 15 storeys is usually referred to as a _ skyscraper 
though only rarely are the clouds so low that these buildings 
can ‘scrape’ them). In the streets around the former Lee 
Hysan estate which has been sold and resold, and which 
are usually named after towns in the Sze Yap districts of 
western Kwangtung in deference to the memory of the 
late Mr. Lee who hailed.from there, there have been erected 
so many new houses that old timers cannot but shake their 
heads in amazement. Several ambitious apartment blocks 
are currently going up not far from the Causeway Bay 
circus—if we may call it by that name, adorned as it is 
with a rather useless ‘Fontana di Tunglowan’—and brokers 
and estate peddlers are busy all over the place selling them 
by the cubic foot. 


In the case of these particular buildings with their 
many seemingly attractive offers for sale or hire of living 


spaces, one can observe how the system of building financing 
operates. The financier, with money obtained from various 
sources, advances the capital for the purchase of land, de- 
molition of the old building, compensation to old, protected 
tenants, and the employment of the construction company. 
He immediately sets out to sell the building to prospective 
tenants or speculators in flats and cubicles. If he finally 
succeeds in disposing of the whole building, which may take 
some time though after completion of the structure, he 
may have cashed a profit of, say, 20%. Then he may start 
the same business again or he may think of a better pro- 
position, here or overseas. This is not actually proper 
investment, showing confidence of the capitalist, but only 
“vertical home financing.” 


The Lee Hysan estate have disposed of some outstand- 
ing properties in that area, particularly the Embassy Court 
and Sunning House and apartments which were purchased 
by a Chinese resident in the Philippines (supplying side- 
lights on the deterioration of the peso exchange, uncon- 
cerned transfer of pesos via the illicit market in Manila 
to Hongkong, capital flight into Hongkong with subsequent 
appreciation of land values and overconstruction of houses). 


Preventive Service 


During 1957, the Preventive Service seized 800 lbs of 
gold, 22,000 lbs of tobacco, 728 lbs of opium and 73 lbs 
of morphine. Commenting on the drug traffic, the Acting 
Chief Justice said last week, “It must be conceded with 
regret that no substantial progress against the drug traffic 
was made last year, despite the activities of the police 
which resulted in over 15,000 persons being brought before 
the courts on offences connected with narcotics. The re- 
peated warnings from the Bench that heavy sentences would 
be imposed upon those found guilty of manufacturing or 
trading in dangerous drugs, with particular emphasis upon 
the traffic in heroin, were carried into effect, but as was 
the case in my own recollection before the war, it is rarely 
if ever that any of the real organisers of this abhorrent 
snecies of crime can be found and convicted.” 


Crime & Triad Societies 


In Kowloon during 1957 there were 13,256 cases of 
juvenile delinquency, a slight increase over the 13,055 of 
the previous year; on the island, however, the number drop- 
ped from 5,994 to 3,136 last year. There was some reduc- 
tion in serious offences such as breaking and entering and 
various types of larceny. But there appears to be no room 
for complacency, because the reduction was probably con- 
nected with the drive made by the Police Force against 
members of triad societies. Figures from magistrates’ 
courts show a total of 2,144 persons charged with offences 
connected with unlawful societies 
the year, and of these a substantial number were members 


of triad societies, whose detention for a period may not. 


be without its influence on the overall -crime picture. 
The pptential for crime is, however, always present in the 
Colony, and particularly while pressure of population retards 
amelioration of economic circumstances, criminal activity 
can only be held in check by the continued efforts and 
vigilance of the Police Force and by salutary sentences by 
the courts upon confirmed offenders. 


Development Projects 


The first stage in the construction of the new Kowloon 
Hospital at. King’s Park will begin shortly. Piling for the 
nurses’ and sisters’. quarters and the nursing school will 
begin towards the end of February and be completed by 


and assemblies during - 
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July. Construction work will begin the following month 
and the quarters and school will be ready by the end of 
1959. The 12-storey building for nurses will accommodate 
350 probationer nurses who will live two in a room. There 
will also be 100 rooms for staff nurses. On the ground 
floor wil] be dining rooms, sitting rooms, practical rooms 
and other facilities. A part of the top floor will be taken 
up by duty rooms. The sisters’ quarters will consist of a 
building divided into two wings, one of ten storeys and the 
other eleven storeys. In the eleven-storey wing will be 96 
two-room flats. The other wing will have 18 apartments, 
each consisting of a living room, a bed-room, a small draw- 
ing room, a kitchenette and a bath-room. These apartments 
will be for senior sisters. The two blocks of buildings will 
be linked by a two-storey nurses’ training school, which will 
consist of two fairly large lecture rooms, large practical 
rooms for teaching general nursing, a library and other 
facilities. These buildings will face Gascoigne Road and 
will stand about 100 yards apart from the hospital proper. 


A reservoir is to be constructed at Ngau Tau Kok to 
serve the new industrial and residential areas which have 
been established at Kun Tong on the eastern shores of Kow- 
loon Bay. The service reservoir, which will be capable of 
storing six million gallons, will receive water either from 
the Tai Lam Chung or Shing Mun reservoirs. Construction 
is expected to start in March and take about 15 months to 
complete. 


The present road on Lantao Island which runs from 
Silvermine Bay to the village of Cheung Sha is to be ex- 
tended a further five miles to Shek Pik, which is the pro- 
posed site for another large impounding reservoir. This 
extension of the road, which will have a macadam surface, 
will roughly follow the coastline. It will be between 50 
and 60 feet above sea level most of the way. The road will 
be twelve feet wide. Construction work will begin towards 
the end of February and take about 18 months to com- 
plete. 


The draft layout plan for the long-term development 
of the Chai Wan area, prepared by the Town Planning 
Board has been approved by Government. 


Government will build two new abattoirs—one on Hong- 
kong Island and the other in Kowloon—to replace the exist- 
ing slaughter houses at’ Kennedy Town and Ma Tau Kok 
which have become inadequate. The original plans provided 
for only one abattoir and wholesale meat market on Hong- 
kong Island to serve the whole of the Colony. A careful 
examination of the proposals, however, showed that cross- 
harbour transport costs for live animals and carcases were 
so high that it would be worthwhile to have a separate abat- 
toir on each side of the harbour. The new abattoir on 
Hongkong: Island will be situated at Kennedy Town while 
the one for Kowloon will be erected on the reclamation at 
Cheung Sha Wan. 


Imports of Rice, Frozen Meat and Coal in 1957 


Rice imports during 1957 amounted to 299,182 tons, 
representing an increase of 6.6 per cent over the total for 
the previous year. Burma, which shipped here only 2,280 
tons of rice during 1957, virtually disappeared as ‘a source 
of supply. Thailand was by far the largest supplier with 
189,916 tons, representing 63.5 per cent of the total rice 
imports, followed by China with 63,939 tons. Rice prices 
in Hongkong remained stable throughout 1957 except during 
July and August when a lack of rain in Thailand, causing 
temporary transportation difficulties, resulted in a short 
supply of rice in Bangkok. The rice quota scheme has now 
been in operation for three years and has achieved its object 
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of maintaining adequate stocks in the Colony while providing 
for consumption at reasonable prices. Government has 
therefore decided to continue with the scheme in 1958 
without modification. 


During the year, 9,498 tons of frozen meat were im- 
ported. The total for 1956 was 5,986 tons. Australia, with 
4,643 tons, was the Colony’s biggest source of supply follow- 
ed by China with 2,352 tons and the United States with 
1,529 tons. 


A total of 233,579 tons of coal was imported during 
the year. The biggest supplier was China which shipped 
here 116,628 tons, followed by India with 28,879 tons and 
Indonesia with 17,619 tons. Imports in 1956 totalled 203,- 
402 tons. 


Industrial Development 


The emphasis of industrial development during 1957 
was on improvement in plant, equipment, design and 
methods with the aim of increasing productivity and im- 
proving quality, according to the Department of Commerce 
and Industry. The number of weaving looms increased by 
over 2,000 and cloth production of all kinds in 1957 amount- 
ed to about 220 million square yards; an increase of 48 
million yards over 1956. New features during the year 
were the weaving of silk gingham and the production of 
damask table linen. There is a tendency for the local gar- 
ment industry to use more locally woven and finished cloth. 
In the textiles industry, some 12,000 spindles were added 
and although production of 20s and lower counts of cotton 
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yarns remained substantial, more mills turned to the spin- 
ning of yarns of the higher counts. Textile dyeing, print- 
ing and finishing improved in quality during the year and a 
sanforising plant was installed at one mill. An innovation 
was the introduction of acid screen printing. In the gar- 
ments section, the accent was on shirts of all kinds in view 
of increased orders from America. The plastics industry 
again displayed its versatility and initiative in_the increased 
variety and quality of toys and dolls, and in the appearance 
of vacuum-metallised plastic toys. Products new to the 
local industry included kerosene room heaters, binoculars, 
slipper socks with a soft leather sole, cotton wool up to 
British pharmaceutical standards, fancy elastic braid, beach 
slippers with a high styrene rubber sole, peanut butter, 
polyester pearl buttons, sterilised tooth-picks, metal and 
canvas push chairs and baby chairs, air conditioning units 
and heat-resistant glassware. Novelty items listed were a 
vacuum clothes brush, a battery operated cycle horn, a hand 
torch with a bulb at each end, which can be used as a nur- 
sery or sick room light, and photo printing of china, ivory, 
glass, metal or other materials impregnated with perfume. 


Trade and Industry Advisory Committee 


The new Committee for 1958 to advise on Trade and 
Industry consists of the following members: Kwok Chan, 
Dhun Ruttonjee, G. M. Goldsack, U Tat Chee and Allen C. C. 
Ng. At the last meeting of the Committee in December 
1957, the members considered the possibility of a permanent 
display of Hongkong goods in some overseas centre, as well 
as trade promotion activities in general. 


EXPORTS OF HONGKONG PRODUCTS IN 1957 


Exports of Hongkong products during the Jan./Nov. 
period last year were $20.6 million better than the corres- 
ponding record of 1956. This improvement is encouraging 
especially when taking into consideration the drop in Hong- 
kong’s total export value by. $135 million in 1957 from that 
of Jan./Nov. 1956. But the prospect of further improve- 
ment is not bright. The following figures indicate the spec- 
tacular rise in exports of Hongkong products during 1950/ 
58, resulting from the steady expansion of local industries 
with the influx of labour and capital from China, and the 
retarded climb during the past four years: 


Export of HK Increase over the 
Products Previous Year 


(Million Hongkong Dollars) 


Year 


196.6 109.2 
311.7 115.1 
486.2 174.5 
653.3 149.1 
681.9 46.6 
730.3 48.4 
782.6 52.3 
732.2 20.6 


* 1957 figure represents only Jan./Nov. total; the increase of $20.6 m 
is in relation to the corresponding total in 1956. 


In view of intensified competition of other countries, 
particularly China and Japan, and buyers’ resistance in SE 
Asia, UK and other important markets, it will require con- 
siderable efforts by industrialists, exporters and financiers to 
maintain the current level of exports of Hongkong pro. 
ducts. 


During the first six months last year exports were $7 
million less than in the corresponding period in 1956. Ex- 
ports to Indonesia, Malaya and Thailand dropped by $37.7 m, 
$8 m, and $5.4 m respectively. Shipments to Indonesia de- 
clined on account of the political unrest and import restric- 
tions maintained by Djakarta. The increased volume of 
Chinese and Japanese exports to Indonesia adversely affect- 
ed shipments of Hongkong products. Keen competition 
from China and Japan (cement, metalware, knitwear) in 
Malaya and Thailand was the chief cause of the decline in 
our shipments to these two countries. This trend continued 
throughout the year as purchases of Hongkong products by 
these countries during the second half-year were less than 
during the first six months. 


Comparing Jan./Nov. 1957 statistics with correspond- 
ing 1956 record, there were drops in exports to the Middle 
East, India, Pakistan, North Borneo, Japan, Korea, Belgium, 
France and Netherlands. Burma, which bought $8.6 m 
worth of local products during the first six months as com- 
pared with the corresponding 1956 figure of $1 m, curtailed 
purchases considerably during the second half of last year. 
However, improvements in exports to UK (up by $10 m), 
US (19.1 m), Philippines (12.1 m), Australia (2 m), Canada 
(4 m) and to Africa (23 m) were substantial enough to 
offset the former declines. Exports to Central and South 
America, British West Indies, Cambodia, Laos, Vietnam, 
Ceylon, New Zealand, Austria, Denmark, West Germany, 
Italy, Norway and Sweden showed slight increases last. year. 


Cotton piecegoods was the most important export item. 
In exports to UK, about 5@% of the value was made up by 
shipments of. cotton cloth. UK purchases ($83.3 m) con- 
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Enamelware dropped from the 


Shirts exports, improving from $65.2 m 
third in 1956 to the fourth last year declining from $69.6 m 


to $77.9 m, occupied the third position on the export list 
The most serious drop was recorded in exports 


Cotton yarn exports totalled $101.8 m last_year against 
of cotton singlets—from $71.5 m to $34.4 m. 


goods which amounted to $211.4 m during Jan./Nov. 1957 


stituted 39% of total exports of Hongkong cotton piece- 
compared with 1956’s $153.6 m. 
of Hongkong products. 


$87.5 m in 1956. 


to $60.1 m. 
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iImprove- 


However, 


Exports ‘of footwear, torch, metal lantern, preserved 
ments in exports of cotton yarn and cloth, shirts, embroi- 


fruits, iron and steel bars, mineral ores, cement, torch bulb 


-and matches also declined last year. 


dered linen, paints, towel, plastics products, cigarettes, torch 
batteries, underwear and vacuum flasks were substantial. 


The increase over 1956 could be attributed chiefly to 
the demand from new markets for established products and 
the success of new manufactures in traditional markets. 


Exports of plastics products to Thailand, Ceylon, Burma 


and Indonesia were lower than during 1956 but improve- 
ments in shipments to US, UK, Malaya, Africa and Taiwan 


offset the declines. 


Local 


Several large garment factories. ex- 
introduced new products (including 


A vacuum flask manufacturer started to pro- 
(Continued on Page 160) 


manufacturers 
acid resisting enamels, rubber varnishes, plastic emulsion 


t 


pain 
paints, latex based paints, insecticidal coatings) to stimu- 


panded production during the year to meet the growing 
late exports. 


demand for shirts from US, UK and other sources. 
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ECONOMIC CLIMATE IN CANADA 


By E. Kann 


As neighbour and close friend of the United States, 
Canada shares joys and troubles with that nation. Many 
of the resources prevalent in Canada are common in the 
United States. This attribute does not only refer to 
mineral resources, byt in a higher degree also to agricul- 
tural harvests. Both countries have the identical monetary 
unit and share the blessings of prosperity, as well as all 
unfavorable factors emanating from financial recessions. 


Intimately paralleling the recession which the United 
States are currently undergoing, the Canadian boom has 
fizzled out for the time being. This view does not repre- 
sent a break in the country’s economy, for overall activity 
still prevails and business is expected to continue on a 
comparatively high level. Due to the close relationship 
existing between the two countries, a resumption of the 
Canadian boom does not appear probable until after mid- 
1958. : 


The President of the Canadian Bank of Commerce, Mr. 
Neil J. McKinnon, said recently that he considered Canada’s 
long-time outlook as good, while in the short-term there 
are elements of stability which should be sources of reassur- 
ance. Referring to the current readjustment in the 
Dominion economy he noted that similarly there existed 
misgivings and doubts about the future in the adjustment 
periods of 1946, 1949 and 1954. 


Mr. McKinnon cited three major factors which influence 
the Canadian economy: export trade, new capital invest- 
ment and consumer expenditures. Last year’s exports ex- 
ceeded $4,800,000,000, while imports topped $5,700,000,000 
in relation to a gross national product of nearly 30 billion 
dollars. This demonstrates how important external trade 
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is to domestic activity. Though Canada’s foreign trade 
balance is strongly unfavorable, the Canadian dollar re- 
mains at a premium, due to a still larger inflow of capital 
from abroad, mainly the neighbouring United States of 
America. 


A less assuring part of current trade, Mr. McKinnon 
added, lies in the fact that although a large part of imports 
into Canada is in capital goods which will add to future 
production, an increasing volume comes in consumer goods. 
In other words, Canada is using imported capital which 
carries an obligation to service and repay, to finance part 
of the country’s consumption, which is like a man borrow- 
ing day-to-day living costs, a procedure which cannot be_ 
continued incessantly. 


It is to be noted that unemployment in Canada has 
increased due to the expansion of the labor force and the 
decline in the heretofore buoyant durable goods industry, 
largely as a result of the premium on the Canadian dollar 
which has subsidized imports and served to displace both 
domestic production and employment. 


It is expected that capital investment in 1958 may 
be down from the 1957 peak of $8,700,000,000, but it will 
still be considerably above any year prior to 1956. 


The recession comes at a time when Canada’s new 
Government is discovering the painful fact that economic 
realities cannot be squared with campaign promises. There 
have been benefits for the blind, the aged and the needy. 
Parliament has also voted $150 million for increased farm 
supports and another $100 million may be needed for stabi- 
lizing prices. The new Government has made $150 million 
available to. promote building of new homes. 


IN THE UNITED STATES 


By E. Kann 


Economic indicators show that America is in the midst 
of a hitherto mild recession, a movement which does not 
bid well to improve in the immediate future. The decline 
is due to certain economic factors, which latter have been 
amply discussed at previous occasions and-which do not 
therefore require repetitious enumeration. But, the some- 
what pessimistic outlook also is closely connected with poli- 
tical factors, such as President Eisenhower’s unsatisfactory 
state of health, the deliberations at the current NATO 
meetings in Paris, the need -for accelerating the study and 
production of missiles and the consequent impossibility for 
reducing taxation in 1958. Soviet MRussia’s constant war 
threats, unfortunately, also are a. deterrent to the orderly 
progress in the domain of financial affairs. 

- Although the. New York Stock Market has divulged 


considerable declines in many stock groups, it camnot be 
maintained that the current reduced niveau of the averages 


‘tremely high. 


is very low. Rather ought it to be emphasized that the 
high of 520 in the Dow-Jones July 1957 averages was ex- 
To use a simile which positively applies to 
that particular feature: It depends largely upon one’s 
disposition if one selects to describe a-glass of water half 
full or half empty. 


Conerete indications as to trust placed into the doings 
of the market are closely tied to the output and sales of 
new motor vehicles. And these, admittedly, have been 
somewhat disappointing during the past two months. As 
an immediate consequence auto workers were laid off; and, 
as a second step, steel gutput had to be considerably re- 
duced, a factor which was tantamount to dismissals -of fac- 
tory hands in the steel mills. The latter, by mid-December, 
have been working at slightly below 70% of capacity, a 
figure which produces anxiety when compared with six 
months ago, when blast firnaces worked at full force. 


However, if one analyses the position it will be found that, 
due to extensive enlargements by most mills, 70% capacity 
today really is equal to 89% a year ago. 

The levelling-off period is clearly discernible in railroad 
declined 
The coal industry also feels the pinch, and 
its Czar, John Lewis, wisely decreed that in face of such 


transport, where car-loadings have 


from normal. 
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of elderly people who had found work in prosperous seg- 
ments of the economy and who were first in being let out 


when the downturn came. 


about 15% 


etc. 


actualities there would be no demand for a wage hike this 


year. 


Regarding the delicate problem of unemployment there 
are altogether 3,200,000 unemployed in the United States, a 
figure which is not excessive, since it represents merely 
5% of the entire labor force and includes a large number 


HK EXCHANGE MARKETS 


U.S.$ 

ey Be T.T. Notes Notes 
Jan. High Low High Low 
21 $589 588 58812 58738 
22 58834 58794 58878 587 
23 58834 58844 58914 58833 
24 + 58814 588 58834 58818 
25 58942 58848 58942 58834 
26 589 58812 58944 88812 

D.D. rates: High 58734 Low 586, 


Trading totals: T.T. US$3,760,000; 
Notes cash $510,000; forward $2,740,- 
000; D.D. $450,000. The market was 
rather quiet. In the T.T. sector, offers 
from Japan, Korea and the Philippines 
were absorbed by gold and_ general 
importers. In the Notes market, de- 
mand from China for cash notes sus- 
tained. It was estimated that Peking 
had obtained over 5 million US$ dur- 
ing the past few weeks from here. In- 
terest rate remained at 0. Specula- 
tive positions averaged two million US$ 
per day. The D.D. market was also 
active. 

Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 
in HK$: Philippines 1.715—1.7025, 
Japan 0.0143—0.014225, Malaya 1.876 
—1.873, South Vietnam  0.0666— 
0.0662, Laos 0.065, Cambodia 0.078, 
Thailand 0.276—0.2754, indonesia 
0.126—0.125, Sales: Pesos 350,000, 
Yen .75 million, Malayan $350,000, 
Piastre 7 million, Kip 5 million, Rial 
5 million, Baht 3 million, and Rupiahs 


150,000. Chinese Exchange: People’s 
Yuan notes quoted $1.75—1.52 per 
Yuan. Taiwan Dollar notes quoted 
$0.152—0.15 per Dollar; remittances 
0.1415—0.139. 

Bank Notes: Highest and lowest 
rates per foreign currency unit in 


HK$: England 15.64—15.52, Scotland 
14.00, Ireland 13.50, Australia 12.71— 
12.59, New Zealand 14.15—14.10, 
Egypt 10.00—9.80, East Africa 14.70 
—14.50, South Africa 15.60—15.55, 
West Africa 13.50, Jamaica 13.50, 
Gibraltar 13.50, Malta 12.50, Cyprus 
12.50, Fiji 10.00, India 1.1753—1.1752, 


Pakistan 0.78, Ceylon 0.93—0.92, 
Burma 0.55, Malaya - 1.853—1.83, 
Canada 5.955—5.9025, Cuba _ 5.00, 


Argentina 0.12, Brazil 0.06, Peru 0.26. 
Mexico 0.48, Philippines 1.785—1.77, 
Switzerland 1.34, West Germany 1.35, 
Ttaly 0.0091, Belgium 0.105. Sweden 


Certain groups had not only their stock prices upheld, 
but showed even advances; amongst these were drugs and 
cigarettes, as well as certain specialities, as Polaroid cameras, 


The concensus of opinion as to market prospects is, 


place 


1.02, Norway 0.72, Denmark 0.77, 
Netherlands 1.45, France 0.0122— 
0.012, South Vietnam 0.0665—0.066, 


Laos 0.065—0.064, Cambodia 0.079— 


0.078, New Guinea 1.00, Indonesia 
0.128—0.116, Thailand 0.28—0.272, 
Macao 1.005—-1.00, Japan 0.01425— 
0.01415. 
Gold Market 

Jan. High .945 Low .945 Macao .99 
21 $257 25645 
22 257 25614 Low 26656 
23 25744 25656 
24 2567 25644 
25 25735 25634 
26 25734 25634 26714 High 

Opening and closing prices were 


257/257% ; highest and lowest, 257%/ 
256%. The mark*i was very quiet. 
Interest for change over favoured 
sellers and aggregated 85 HK cents per 
10 taels of .945 fine. Tradings aver- 
aged 4,900 taels per day and amounted 
to 29,400 taels for the week, in which 
8,390 taels were cash transactions 
(3,090 taels listed officially and 5,300 
taels arranged privately). Positions 
taken by speculators averaged 9,800 
taels per day. Imports from Macao 
totalled 8,000 taels. Exports amount- 
ed to 7,500 taels (5,500 taels to Singa- 
pore, 1,000 taels to Indonesia, and 
1,000 taels to Vietnam). Differences 
paid for local and Macao .99 fine were 
HK$12.40—12.30 and 11.70—11.50 
respectively per tael of .945 fine. Cross 
rates were US$27.86—37.85 per fine 
ounce; 27.200 fine ounces contracted 
at 37.85 cif Macao. US double eagle 
old and new coins quoted at $263— 
262 and &229—228 respectively per 
coin, English Sovereigns $60—59 per 
coin, and Mexican gold. coins $275— 
274 per coin. Silver Market: 400 taels 
of bar silver traded at $5.66 per tael 
and 400 dollar coins at $3.63 per coin. 
Twenty-cent silver coins quoted $2.80 
per five coins. 

Business Conditions of Chinese Na- 
tive Banks and Members of the Gold 
and Silver Exchange for the Year of 
1957: During the year under review, 
Chinese Native Banks operating in 
US$ exchange. like Hang Sang, Dao 
Hang, Hang Loong, Wing Loong and 
Wing Hang Banks, enjoyed very good 
profit; business increased very much 
though the percentage of profit was 
cut lower. Those trading in Yen, 
Peso, Baht and other currencies, like 


following an orderly liquidation of inventories during the 
first six months of 1958, a noteworthy upswing will take 
in the second 
that no major war will disturb the equilibrium. 


ng nnn EEE aEEEEEEEEEESSES SS SSSSESSEESESISEESESESES? 


semester of 1958; always provided 


the Man Cheong, Man Fat, Kwong On, 
Hang Shing and Chiu Kee Banks were 
not very prosperous because of few 
fluctuations and consequently small 
business. Those banks who have large 
capital for granting loans and credits, 
like the Dah Sang, Liu Cheong Hing, 
and Hang Sang Banks could make good 
profits from their high interest charges. 
In the Gold and Silver Exchange, most 
members have red figures in _ their 
balance sheets because only few specu- 
lators participated in their operations; 
thus their commission earnings were 
limited. Those who speculated on 
their own and all the jobbers scored 
almost all quite a loss, except Wah Kee 
and Pao Loong, which operated very 
successfully. Among the money 
changers, the majority earned  sub- 
stantial profit because of the increas- 
ing number of travellers visiting the 
Colony during the year. Those gold 
exporters, like King Fook, Kwong 
Fung, and Choi Fat, were satisfied with 
their business. Gold importers, as 
usual, made huge profits due to their 
irregular ways and means of obtaining 
import permits in Macao. The Ex- 
change lost one of itsable leaders, Mr. 
Ho Sai Kim (Eddie Ho Tung), the 
proprietor of Tak Shun Bank and the 
eldest son of the late Sir Robert Ho 
Tung. Business in the exchange trad- 
ings of US$ notes and .945 fine gold 
showed improvement over the year be- 
fore. The Exchange declared a mini- 
mum dividend of $100 to each member 
at the end of the year, and the cost 


of seats increased in value from 
$6,000 to $7,000 each. 
In the free exchange and_ gold 


bullion markets tens of thousands of 
persons are involved and the livelihood 
of a considerable sector of the com— 
munity depends on the smooth and 
profitable operation of these markets. 
The transfer of capital from many 
countries, within ahd outside the Far 
East, to almost any country in the 
world, the buying and selling of bank 
notes and_ drafts, the import and ex- 
port of gold and silver in bullion and 
coins, the financing of many forms of 
trade of whatever description, the 
speculative employment of funds in 
local and overseas transactions and 
investment, these are the principal 
activities of the so-called native banks, 
bullion dealers and money transfer 
houses in Hongkong. .Many 
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have invaded the traditional fields of 
commercial and _ investment banking 
with a growing share in the loan mar- 
ket, real estate financing, industrial 
credits, stock and share dealings ete. 
Over the last few years a few former 
native banks, now organised along mo- 
dern lines and therefore no longer to 
be referred to as native banks, have 
become so affluent that their position 
in Hongkong has conspicuously grown; 
they also have established a good name 
for themselves in many overseas cen- 
tres, especially in New York. The 
business in treasure, being surrounded 
by very unusual circumstances and on 
the whole under the control of a few 
persons here and in Macao, has remain- 
ed buoyant all the time; many unde- 
sirable side effects have been noticed 
for a long time which have contributed 
to a certain amount of demoralisation, 
and also the participation of triad so- 
ciety members in the transportation of 
bullion and coin into and out of the 
Colony. It is a most difficult and con- 
troversial matter. ‘The worst feature 
of the gold trade is that neighbouring 
countries, i.e. the authorities there and 
also a growing sector of public opinion, 
are aroused by the smooth operation 
of that trade in Hongkong. Much ill- 
will has thus been engendered against 
Hongkong in the Far East which has 
been accentuated by the obvious wealth 
accumulation in Hongkong. 


HK SHARE MARKET 


The market retained steady demand 
throughout the week. Interest was 
particularly keen on Utilities, Lands, 
Hotels and Stores; all registered 
big-parcel transactions. Hotels reach- 
ed the new high of $16.60 while 
Cements edged up slightly to $25. 
In sympathy with London register 
shares, HK Banks lost $12.50 during 
the week; closing rate at $832.50 was 
about $30 lower than the quotation at 
the beginning of the month. Cotton 
shares were not as popular as during 
last year probably on account of re- 
cent drop in exports of cotton textiles. 
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The market at the close however was 
steady; fluctuations fractional. 
Turnovers were: Monday $568,000; 
Tuesday $477,000; Wednesday $257,- 
000; Thursday $423,000; Friday $571,- 
000. The highest interest rates and 
the difficulty of securing overdrafts 
will continue to make investments in 
shares unattractively expensive thus 
limiting the volume of the business. 


Dividend—The Star Ferry Company 
announced a final dividend of $5.50 per 
share in respect of the year ended 
December 1957. With the interim 
dividend of $3.50 paid on August 31, 
1957, the total dividend remained un- 
changed at $9 per share. 


Esti- 


mated 
Jan. 17 Last Week's Rate Annual 
Share Up & Down Dividend Yield 
Highest Lowest Closing (%) 
HE Bank -...... 845 850 832,50 832.50 —$12.50 $50 6.01 
Union Ins. _____- 5s 75s 73.50 s 73.50 s —$1.50 $3.40 4.63 
Lombard) —_..22- 33n 33 b 32b 32.50 b steady $2 6.15 
Wheelock sa 6.45 b 6.50 6.45 6.50 +5ce 75¢ 11.54 
Sy Dark as 121s —- _ 121s steady $6 4.96 
Hie Doeck)) 225-5 51 51.59 s 50 50 —$1 $2 4.00 
Provident -_.______ 12.10 12.30 12.20 12.30 s +20c¢ $1 8.13 
HE. Gand. 22. 32.75 33.25 32.75 33.25 +50c $3.50 10.53 
Flealty? 7) 2225.22.22 1.35n 1.35 1.35 n 1.35 n steady 15¢ ae 
Hotel 16 16.60 16.10 16.50 +50c $1 6.06 
Trams: (= 222200 22 24.30 24.40 24 24 —30e $1.70 7.08 
Star Ferry —____- 125n 125 n 124 124 steady $9 1.26 
Yaumati. ....-. 95.50 s 96 s 95 95 steady $7.50 7.89 
Light ae See 17 17 16.80 16.80 —20c $1.10 6.55 
Electric... _.-....- 26.90 27 26.70 27 +10c $1.80 6.67 
‘Telephone 26.10 26.30 26.10 26.20 +10c $1.50 5.73 
Cements) s25-55-55. 24.70n 25 24.50 25 +30¢ $4 16.00 
Dairy Farm __ 16.50 16.50 16.30 16.30 —20c $1.63 10.00 
Watson in 11.80 b 12.30 11.80 12.30 +50c $1 8.13 
Yangtsze _____ 5.35 b 5.50 5.45 5.50 b +15ce 65c 11.81 
Allie@ Inv. ____- 3.675 n _ _ 3.675 n quiet 25¢ 6.80 
HK & FE Inv. __ 10n 10 9.80 b 9.80 b steady 80c 8.16 
Amal. Rubber 1.325 s 1.325 s 1.275 b 1.30 steady 23¢ ‘17.69 
exiles 56.5 4.50 b 4.60 s 4.50 b 4.55 b +5e 50c 10.99 
Nanyang —________ 8.50 8.60 s 8.40 8.40 b —1l0e $1 11.90 


SINGAPORE SHARES 


The market during the week ended 
January 17 was a little livelier than 
of late and the volume of _ business 
showed a small improvement with Indus- 
trials accounting for the major por- 
tion. 

On the first two days of trading the 
Tin price was steady at $361 and $360 
per picul, but then dropped sharply to 
$354.87%4. On Thursday the lowest 
price this year was reached at 
$352.62%, but on Friday a gain of 
$2.62% per picul was recorded. 

Movements in Rubber were small; 
opened at 78%c eased to T77c., but 
closed at 78c. This market is still in- 
fluenced very much by reports from 
Indonesia. 

Industrials staged a mild rally 
which was. short-lived; at the close, 
most gains had been lost. Fraser & 
Neave moved from $2.75 to $2.80, but 
at the close eased to $2.67%. Gam- 
mons opened and closed at $2.30 after 
passing. at $2.32%4. Cold Storage 
eased from 94c. to Qic. with further 
buyers at this level. There was a fair 


turnover in Hammers from $2.14 to 
$2.10, Straits Traders around $1.80, 


Uniteers Ords around $1.31 and 
Wearnes from $3.10 to $3.12%. 
Tin shares eased throughout the 


week, but falls were small until Thurs- 
day when the decline was more pro- 
nounced. There was an even sharper 
fall on Friday, and this section closed 
weak at the lower levels. Petalings 
eased from $2.40 to $2.30 and Rantau 
from $1.70 to $1.60. After exchanges 
earlier in the week at 13/6, Lower 
Perak fell away to 12/- at the close. 
Other falls were in’ Berjuntai from 
13/6 to 12/6, Larut from 4/4 to 
3/9, and Tongkah Harbour from 
13/- to 12/6. Sterling tins also came 
in for their share of sellers, with 
Southern Malayan dropping from 9/- 
to 8/6 and Tronoh Mines from 9/6 to 
8/9. Ayer Hitam shed 1/- to close 
with sellers at 23/- as did Gopeng 
with sellers at 11/-. 


Rubbers were dull throughout with 
only small selective support at times. 
Kluang Ords. came in for fair support 
on rumours of a bid for the estate, 
improving to $1.55 at the close. Pajam 
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were active from $1.20 up to $1.29, 
and Ayer Hitam up to $1.30. Jimah 
were steady at $3.10 as were New 
Serandah at $2.40. Among Sterling 
Rubbers, Tremelbye improved from 
13/3 to 14/8, but otherwise this sec- 
tion ‘was quiet, with Taiping moving 
around 1/7%. Malakoff and Klabang 
were both steady at 16/3, and F.M.S. 
at 42/6. 

The Loan market remained quiet 
with small transactions within quota- 
tions. 

The volume of business written in 
overseas investments was smaller than 
of late, and was evenly divided be- 
tween the U.K. and Australia, apart 
?rom two New Zealand companies. 


TRADE REPORTS 


Demand from Korea, Taiwan and 
SE Asia remained selective. Buying 
offers in most cases were still too low 
to interest local dealers; dwindled 
stock of many popular merchandise also 
restricted the volume of business in 
the local commodity market last week. 
Export of produce to Europe, UK and 
other countries did not improve; pro- 
spects uncertain. Money was _ less 
tight among local dealers but most of 
them refrained from _ booking heavy 
supplies from Europe, Japan and other 
sources because new indents for many 
items were unattractively high. 

HK/China Trade—With the approach 
of the Lunar New Year, China sent 
here more foodstuffs, particularly pre- 
served meat preparations, and other 
seasonal goods. Even pebbles from 
Nanking’s ‘Rain and Blossom’ Terrace 
were shipped here and sold at $12 per 
pound! These pebbles are used on 
the Mainland for staying narcissus 
(one of the festive flowers during the 
Chinese New Year) in a basin. Supply 
of oilseeds, beans, feather, and other 


popular staples however remained 
scanty. 
Purchases from here’ covered only 


small lots of metals and pharmaceuti- 
cals; interest covered only a few items 
and buying offers extremely low. 
HK/Japan Trade—Cargo movements 
between HK and Japan slow; both in- 
ward and outward shipments limited to 
a few hundred tons per vessel. Dealers 
here refrained from booking heavy 
supplies from Japan partly on account 
of high indent cost and partly due to 
uncertain demand from SE’ Asia. 
Demand from Japan covered only a 
few popular produce and some metal 
scraps; quantities involved moderate. 
HK/UK Trade—Exports of HK cloth, 
yarn and other manufactures totalled 
1,500 tons while imports of woollen 
piecegoods, automobiles, metals, ciga- 
rettes, provisions and other consumer 
goods amounted to 5,000 tons. Demand 
from UK for cloth and yarn remained 
steady. There were also orders for 
gloves but purchases of China produce 
slowed down. According to a report 
from Manchester, Lancashire textile- 
men were making up some new pro- 


posals to the Government to limit in- 
ports of “cheap” cotton cloth from 
Asia. During 1957, British manufac- 
turers failed to persuade the Govern- 
ment to take action and to arrange 
with India, Pakistan and Hongkong 
for voluntary limitation of cotton cloth 
shipments to UK. 


HK/Europe Trade—Exports to 
Europe also slowed down; only 1,200 
tons. Demand from Europe for pro- 
duce was centred on:a few items which 
were difficult to procure from China. 
Imports totalling 4,000 tons came 
chiefly from Italy, West Germany, 
Netherlands, Belgium and Switzerland. 
Italian woollen piecegoods and rayon 
yarn, West German toys and optical 
goods, Dutch daily products, Belgium 
steels and Swiss watches continued to 
enjoy steady local demand; re-exports 
of these items also active. A Swiss 
watch company advertised in a local 
newspaper last week offering to supply 
various kinds of watches at “advan- 
tageous” prices to local watch dealers. 


HK/US'~ Trade—Fruits, cosmetics, 
pharmaceuticals, piecegoods, raw cot- 
ton, flour, rice, canned food and 


provisions, constituted the major por- 
tion of about 3,000 tons of imports 
from US. Exports amounted to about 
4,500 tons. More orders reached here 
from America for carved wood furni- 
ture, rattan ware, cotton shirts, silk 
garments, plastics toys and Chinese- 
style foodstuffs; buying offers however 
were much lower than this time last 
year. To stimulate exports of silk 
goods to US, leading local garment 
factories will display women’s styles of 
HK silk at the coming (April 11/20) 
Washington State International Trade 
Fair at Seattle. 


HK/Thailand Trade—Imports of rice 
slower compared with previous weeks 
while exports better. More orders 
reached here from Bangkok for metals, 
pharmaceuticals, -chemicals, cloth, 
yarn, knitwear, shirts, enamelware, 
foodstuffs and sundry provisions; pur- 
ehases however were limited to small 
lots and interest covered only a few 
items. Instructions from Bangkok 
were that foodstuffs, sundry provisions 
and winter wears should be shipped out 
as early as possible to meet the demand 
there before the Chinese New Year. 


HK/Indonesia Trade—About 2,000 
tons of raw sugar arrived towards 
week-end. There were also rattan, 
seafood and beans but quantities in- 
significant. Demand from Djakarta 
for metals. paper, cloth, yarn, metal- 
ware, knitwear, foodstuffs improved 
considerably but purchases were handi- 
capped by low buying’ offers; im- 
porters there had to pay a high pre- 
mium for foreign exchange certificates. 
Prospects are still uncertain because 
import funds in Djakarta are dwindling. 
Furthermore, the signing of the 
Japanese-Indonesian war reparations 
agreement in Djakarta last week has 
restored normal trade between the two 
countries which inevitably will affect 
Indonesia’s purchase of Japanese mer- 
chandise from HK. 


FoR EASTERN 


Economic Review 


Indonesia’s efforts to charter ships. 
from Japan ended unsuccessfully. The 
Indonesian representative who went to 
Tokyo last month to obtain 75,000 tons. 
of shipping facilities said last week 
that he had rejected 45 ships because 
the types were unsuitable and the 
prices “ridiculous.” According to’ 
Japanese Shipowners Association, they 
were unable to implement the recently 
signed Indonesian-Japanese agreement 
to supply Indonesia with vessels on a 
commercial basis because Indonesia was. 
not interested in the vessels offered. 

HK/Malaya Trade—Dealers here 
continued to send large consignments. 
of chilli, beans, tea, foodstuffs, sundry 
provisions, metalware, knitwear, cigar- 
ettes, shoes, and other consumer goods 
to Singapore and Malaya. The num- 
ber of new orders from Singapore and 
Kuala Lumpur however dropped _ to- 
wards week-end probably on account 
of the. strict preventive measures 
adopted by Djakarta to curb the illegal 
trade between Indonesian territories 
outside Java and Malayan ports. “Ac- 
cording to a Singapore report, Djakarta 
had during the week requested ship- 
ping firms in Singapore to deposit a 
bank guarantee of M$500,000 before 
their ships sailed for “legalised barter 
ports” such as Palembang and Bela- 
wan to ensure that these ships would 
not visit illegal ports and load addi- 
tional cargo. Meanwhile, more Singa- 
pore ships were seized by Indonesia 
for running the blockade. According 
to an Indonesian Consulate spokesman 
in Singapore, the illegal barter busi- 
ness had already cost his government 
M$30 million! 

HK/Philippines Trade—Shortly after 
the announcement of the copra-rice 
deal with HK by Manila authorities 
early last week, the transaction was 
called off. According to Manila re- 
ports, the Cabinet decided to scrap the 
barter deal on account of the adverse 
criticisms alleging that the HK _ rice 
might come from China. At the same 
time the Cabinet approved the importa- 
tion of 100,000 tons of rice to cover 
part of the shortage of rice in the 
Philippines. Towards week-end, another 
Manila report (January 25th) however 
disclosed that authorities there finally 
accepted a Hongkong firm’s offer to 
sell 50,000 tons of rice in. exchange for 
36,0C0 tons of copra. This announce- 
ment conflicted with previous reports. 
The firm was identified as Nam Chiao 
Hong. Its price of $120 ver ton of 
rice was said to be higher than several 
other offers. The copra under the deal 
has been priced at. $170 per ton c.if. 

HK/Korea Trade—Exports to Korea 
remained on a moderate scale; Seoul’s 
purchases of paver from, here were 
restricted by the lack of sufficient stock 
while demand for other re-exports was 
not very keen. ; 

HK/Taiwan Tr a d e—Substantial . 
volume of sugar and limited quantities 
of tea. ginger. feather. citronella oil 
and other staples continued to reach 
here regularly.' Taipei also offered to 
supply Hongkong with cotton yarn and. 
to exchange for scraps from here with 
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Taiwan mild steel round bars. From 
the local market, Taipei procured a 
few items of metals, pharmaceuticals 
and industrial chemicals; quantities in- 
significant. 

HK/Cambodia Trade—lIn addition to 
small consignments of beans, maize 
and other staples, Phnompenh last week 
shipped here more _ rice. Purchases 
from here however were moderate; in- 
terest was centred on selective items 
of metals, HK manufactures and sun- 
dry provisions. 

HK/Burma Trade—There were more 
enquiries than orders from Burma for 
groundnut oil, sundry provisions and 
HK manufactures. Dealers do not 
expect any sudden increase in ship- 
ments to that destination because Ran- 
goon’s current import budget for con- 
sumer goods and non-essentials is very 
lean. 

HK/Australia) Trade—About 3,000 
tons of wheat flour, frozen meat, dairy 
products, raw sugar, etc. arrived from 
Australia. Exports were disoouraging- 
ly low; only small lots of woodoil, cam- 
phor products, feathers and cotton tex- 
tiles. 

‘ HK/Africa Trade—Imports from 
East and South Africa totalled 2,000 
tons consisting mostly of cotton, 
groundnut oil, beans, sea food, tobacco, 
ivory, tanning extract and canned 
food. Exports went chiefly to South 
and West Africa, 1.300 tons and 2,000 
tons respectively; principal exports 
were cotton textiles, enamelware, knit- 


wear, aluminumware and other HK 
manufactures. 
* * * = 


China Produce—Maize, sesame, green 
pea, green bean and camphor oil re- 
tained uncertain demand from Japan. 
Australia favoured woodoil, feather and 
camphor powder while Singapore and 
Malaya bought small lots of hop seed, 
chilli, broad bean, tea, and teaseed 
cake. Europe enquired for feather and 
Burma interested in groundnut oil but 
no transaction was concluded during 
the veeek. Supply of beans and oil 
seeds came chiefly from SE Asia; im- 
ports from China diminished. 

Metals—Exports slowed down; there 
were keen enquiries from China, Thai- 
land,. Cambodia, Indonesia, Taiwan and 
Korea for structural steels, pipes, plates 
and other factory items but buying 
offers were mostly too low particularly 
in the case of round bars. Dealers 
here refrained from booking round 
bars from Japan and Taiwan although 
new indents were slightly lower; stock 
was still more than adequate. On the 
other hand, light replenishments were 
made in the cases of blackplate, tin- 
plate, galvanised iron sheet and other 
factory items. 

Paper—Exports to Korea and SE 
Asia slow on account of the inadequate 
stock here of most popular _ items. 
Dealers ordered moderate quantities of 
poster, kraft and m.g. cap from Japan 
but postponed the booking of supplies 
from Europe; lower indents were anti- 
cipated. 


Pharmaceuticals—D i h y dros - 
treptomycin, sulfonamides, aspirin, 
phenacetin, quinine, saccharine crystal, 
ami pyrin, gum acacia and mercuro- 
chrome crystal attracted more enquiries 
than orders from Thailand, Taiwan and 
Korea. Saccharine crystal was also 
absorbed by speculators when isolated 
liquidation pushed prices to an attrac- 
tively low level. Trading volume mo- 
derate on account of limited stock. 

Industrial Chemicals—Taiwan _in- 
terested in petrolatum, shellac, forma- 
lin and calcium carbonate while Thai- 
land favoured sodium hydrosulphite. 
The market was otherwise quiet. 

Cotton Yarn—HK _ yarn retained 
strong demand from Indonesia; orders 
trom Djakarta covered about 10,000 
bales since the beginning of the month. 
UK and local weavers and knitters also 
provided steady demand for HK yarn. 
Pakistan products were low in stock; 
local demand and firm indents’ kept 
prices steady. Indian brands were 
marked down in sympathy with lower 
indents but recovered towards week-end 
on demand from Thailand. Japanese 
yarn steady on low stock and Korean 
products firm on higher cost. 

Piecegoods—HK grey drill remained 
popular with Djakarta importers; 200,- 
000 pieces had been purchased since 
the beginning of this month. HK grey 
sheeting steady on local demand. Local 
processing mills also favoured Chinese 
and Japanese grey sheeting. White 
shirting and Fuji silk of Japanese origin 
retained keen demand from Thailand. 

Rice—In addition to Thailand and 
China, Cambodia shipped here — sub- 
stantial quantities of white and broken 
rice. Prices remained at a low level 
throughout the week. 

Wheat Flour—Exports quiet, stock 
heavy, local demand weak, prices bare- 
ly steady. 

Sugar-—Taiwan granulated remained 
sluggish under heavy supply. Dealers 
here could not interest overseas buyers 
to take Taiwan sugar from here be- 
cause direct offers from Taipei to the 
Middle East and other territories were 
sometimes lower than cif HK quota- 
tions. Taikoo sugar retained steady 
local demand and shipments to Singa- 
pore; prices however were marked 
down fractionally under the pressure 
of Taiwan sugar. 

Cement—Local demand _ continued 
strong. Prices for both local brands 
and imported products steady. Supply 
from China restricted to small lots 
while imports from Japan limited to a 
few hundred tons per consignment. 
Exports remained slow. 

Winter Goods—The sudden drop of 
temperature stimulated the sales of 
woollen knitting yarn, woollen sweaters 
and other winter wear; prices were 
slightly lower than during last Christ- 
mas. Electric heaters also enjoyed a 
buying rush; units selling at $25/$40 
were most popular. According to a 
leading air-conditioning equipment re- 
tailer, very few people bought reverse- 
cycle units for heating. Actually it is 
more effective to heat a room with an 
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air-conditioning unit than with an elec- 
tric stove. 
* 


* * * 
Business Conditions of China Pro- 
duce Merchants in 1957: Before the 


Communist ascent to power in China, 
and even before the Second World 
War, the so-called Nam Pak Hongs, 
or the commission agents and mer- 


chants selling imported goods from 
South and North China and Japan, 
were considered among the leading 
business houses in the Colony. They 


have much changed under the influence 
of and in connection with the Com- 
munists. Their former character and 
position has been lost. The Nam Pak 
Hongs were enjoying a good year in 
1956, but experienced a bad one in 
1957. It was because of the sales of 
the China Produce Exhibition in Can- 
ton during 15th October to 30th 
November 1957 that their local busi- 
ness suffered. In this exhibition, a 
total of over US$100 million in trad- 
ings was reported, and business with 
the Colony was said to be in the neigh- 
bourhood of thirty to forty million 
Hongkong Dollars. These goods pour- 
ed into the Colony during two months, 
and as buying power locally was poor 
and outport buyers from South East 
Asia were few (because they had their 
supply already direct from China) 
local China goods merchants suffered 
very much, especially because of tight 
money. All China goods were selling 
below cost; and proceeds of sales of 
salt fish, Chinese medicines, and 
other items, barely covered overhead 
expenses and godown rental. The 
Communist agents, Tak Shun Hong for 
general produce, Wu Fung for meat 
and eatable goods, and Wah Yun Trad- 
ing Co., for beans and oils, were not 
so much affected, because they acted 
purely on commission basis. It is ex- 
pected that a few of the China Pro- 
duce merchants may have to liquidate 
at the end of the current lunar year. 
Shops and brokers offering for sale 
Chinese foodstuff, canned, frozen and 
fresh, have multiplied in the last two 
vears. The Communists are anxious to 
flood the local market with goods in 
order to earn HK$ which they need to 
finance imports of machinery, raw 
materials and other essential supplies 
for the industrialisation of China. 
While there are food shortages all over 
China, and rationing is severe, food 
grown or prepared in China is being 
exported. But Hongkong cannot buy 
so much even at very low prices. How- 
ever it can reexport China food pro- 
ducts to any market willing to buy. 
As Nam Pak Hong business is poor, the 
merchants in that district (west of 
Bonham Strand) are compelled to 
handle any transactions coming their 
way. Although most of them have no 
sympathy for Peking, they are willy- 
nilly assisting in the promotion of the 
Chinese export drive, just to earn a 
little commission. In due course the 
number of these dealers will be greatly 
reduced as there is insufficient busi- 
ness for so many. The Peking- 
appointed dealers will take over. 
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EXPORTS OF HONGKONG PRODUCTS IN 1957 
(Continued from Page 154) 


duce heat-resisting glassware including coffee percolators and 
cooking casseroles. Export of local cigarettes last year 
was about 80% higher than 1956. Macao was the number 
one customer taking up about 50% of total export; other 
principal buyers of local cigarettes were North Borneo, 
Malaya and Laos. To meet the demand for finished cloth 
from markets outside UK, a leading British firm here es- 
tablished a $5 million dyeing and finishing works in Shatin 
for processing local grey cloth. 

A total of 3,359 registered factories employing 150,870 
workers (including 57,320 women) were registered at the 
end of September 1957. These figures cormpare favourably 
with those at the end of 1956: 3,319 industrial undertakings 
and 146,870 workers. 


Wages remained low throughout the year. Most work- 
ers are unskilled. Skilled ones fare only little better than 
untrained men and women. Average earnings of male 
workers in factories are from HK$80 to $300 per month. 
Working hours are usually 12, only in a few modern fac- 
tories 8. Night shifts work usually 12 hours. In weav- 
ing mills men who work from 7 PM to 7 AM get about 
$3 to $4 per night. The majority of factory workers 
earn less than $200 per month. Female workers are worse 
off; usually $60 to $80 per month. Apprentices earn from 
$8 to $30 per month. Large textile mills and some of the 
leading industries here provide food at low cost and free 
lodging but in most factories, workers get only the low 
pay as indicated above. Local manufacturers state that 
wages could not be raised because exports would then be 
depressed and the profit margin reduced; they also claim 
that productivity of local labour is low. The fact is that 
unemployment is ever on the increase and new workers are 
easily recruited. 


The introduction of a few new products, the question- 
able success in new markets and the abundance of cheap 
labour do not guarantee a prosperous future of Hongkong 
manufactures because the following obstacles remain for- 
midable: (1) China’s political trade with Thailand, Burma, 
Ceylon, Indonesia, Malaya, Singapore, Cambodia and Africa 
is increasing; large quantities of Chinese rubber and leather 
manufactures, electric torch, batteries, cotton textiles, knit- 
wear, cement and other light industrial products are shipped 
direct to these markets at prices lower than Hongkong pro- 
ducts. (2) Japanese light industrial goods are returning 
to SE Asian markets after being replaced by Hongkong 
products during the post-war years. Through reparation 
agreements and cooperative economic development projects 
Japanese traders gradually regain a strong foothold in SE 
Asia. (3) Countries like the Philippines, Indonesia, Bur- 
ma, Thailand, Pakistan, India and Ceylon restrict various 
imports to protect their domestic industries. This restric- 
tion will cover more items as industrial development in these 
countries proceeds. (4) More adverse criticism of ‘dump- 
ing’ of cheap Hongkong goods has been voiced in UK, US, 
Canada, Singapore; directly and indirectly critics urge their 
governments to restrict imports from here. (5) Unhealthy 
competition among local exporters (trading firms as well 
as factories) forcés prices of HK manufactures to ever 
lower levels at the expense of quality. Last year, several 
shipments of shirts and PVC-coated rattan furniture to 
US, knitwear to Europe and other exports were rejected and 
returned to Hongkong because the quality of these con- 
signments was not up to sample standard. (6) Many fac- 
tories are managed ineompetently. (7) The majority of 
local industries is short of capital and loan facilities are 
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inadequate. (8) The demand for land from local indus- 
tries calls for more reclamation of sites. (9) In spite of 
a large number of organizations such as the Chinese Manu- 
facturers’ Union, Hongkong Exporters’ Association, various 
chambers of commerce and other groups, the marketing of 
Hongkong products in highly competitive foreign markets is 
often left in the hands of incompetent exporters. There is 
no comprehensive directory of Hongkong industries giving 
up-to-date information on all Hongkong manufactured 
goods. 


Principal Markets of Hongkong Products 


Export to Jan./Nov. 1957 Jan./Nov. 1956 

(Million HK Dollars) 
1 Or S ase ae oak Sige cs |. he ce 15722 147.2 
Indonesiauiis-2-. eee 2 ee ee 79.5 118.1 
Malaya aes ® Se 70.9 80.1 
Africa** 52.4 28.1 
USt ees s.S BYY 18.6 
Philippines 34.8 2250 
Thailand 31.8 43.9 
Nigeria & Br. W. Afr. .... 29.6 40.9 
Cambodia, Laos, Vietnam 26.5 22.6 
South Africa, 23) see 26.2 16.3 
Acistral Tyga ee ee ee 20.3 18.2 
Bri, Ba vAtrica giaeeen eer 17:2 17.7 
Central America ...........- 15.2 1155 
Burmay cee. 11.6 2.4 
Br. W. Indies 10.5 8.2 
Canadatit=+8:..222 32 eee 10.1 6.2 


** Not including South Africa, 
and British territories. 


West and Central Africa, Nigeria 


Major Exports 
Jan./Nov. 1957 Jan./Nov. 1956 
(Million HK Dollars) 


Item 


Cotton Piecegoods — ................. 211.4 153.6 
Cotton? Yarn” =... -eee ee 101.8 87.5 
Shirts: "2 20sec eee VG9 65.2 
Enamelware:o 2.1.2 ees 60.1 69.6 
Hootwear | acc. oe eee 57.2 69.3 
Electrics Donel jeecsese nce 38.9 45.5 
CottongSingletsnes oe = ee 34.4 71.5 
Embroidered Linen — ................ 14.4 ONG 
Metal Lantern 13.5 15.9 
Preserved Fruits 12.8 14.2 
Pantset ae 11.8 10.8 
Towel? 2 eet eee eee 11.3 13.1 
Tron and Steel Bars _............ 10.2 12.9 
PlastiesProducts.| (ee eee 10.2 8.9 
— Ricardo 


